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INVESTIGATION  OF  NATIONAL  DEFENSE  PEOGEAM 


TUESDAY,  APRIL   14,    1942 

United  States  Senate, 
Special  Committee  to  Investigate 

the  National  Defense  Program, 

Washington^  D.  G. 
The  committee  met  at  10 :  37  a.  m.,  pursuant  to  adjournment  on  Tues- 
day, April  7, 1942,  in  room  335,  Senate  Office  Building,  Senator  Harry 
S.  Truman  presiding. 

Present:  Senators  Harry  S.  Truman  (chairman),  Harold  H.  Bur- 
ton, Joseph  H.  Ball,  Clyde  L.  Herring,  Ralph  O.  Brewster,  and  Tom 
Connally. 

Present  also  :  Mr.  Charles  P.  Clark,  acting  chief  counsel. 
The  Chairman.  The  committee  will  come  to  order. 
Mr.  Guthrie,  will  you  be  sworn,  please  ? 

Do  you  solemnly  swear  to  tell  the  truth,  the  whole  truth,  and  noth- 
ing but  the  truth,  so  help  you  God,  in  the  testimony  you  are  about  to 
give  this  committee,  Mr.  Guthrie  ? 
Mr.  Guthrie.  I  do. 
The  Chairman.  You  may  be  seated,  Mr.  Guthrie. 

TESTIMONY  OF  EOBERT  E.  GUTHPJE,  FORMER  CHIEF,  CLOTHING 
AND  LEATHER  GOODS  BRANCH,  WAR  PRODUCTION  BOARD 

CHARGES   OF  ROBERT   K.    GUTHRIE   RE   ADMINISTRATION    OF    BUREAU   OF 
INDUSTRY  BRANCHES,  W.  P.  B. 

The  Chairman.  This  hearing  is  called  at  the  request  of  Mr.  Nelson, 
who  wrote  a  letter  to  the  chairman  of  the  committee,  which  the  counsel 
will  read. 

Mr.  Clark  (reading  from  Exhibit  No.  488)  : 

May  I  ask  your  committee  to  investigate  the  charges  matle  in  the  statements 
issued  to  the  press  yesterday  and  today  by  Mr.  Robert  R.  Guthrie,  who  on 
Saturday  resigned  from  this  organization. 

Mr.  Guthrie  for  some  time,  past  has  been  head  of  the  textile,  leather,  and  cloth- 
ing branch,  which  operates  in  three  sections.  Recently  I  learned  that  personal 
conflicts  had  developed  bet^^'een  Mr.  Gutlirie  and  the  members  of  his  staff  in  the 
textile  section.  This  situation  finally  reached  the  point  where  it  was  impeding 
that  part  of  the  war  production  effort.  During  the  period  of  this  conflict  Mr. 
Guthrie,  as  chief  of  the  branch,  had  authority  to  deal  with  the  situation,  but  he 
failed  to  do  so  on  his  own  account  and  did  not  bring  the  difliculties  to  my  atten- 
tion or  request  any  action  on  my  part  until  after  his  resignation. 

After  reviewing  the  situation  it  was  decided  last  week  to  separate  the  Textile 
Section  from  the  other  two,  retaining  Mr.  Guthrie  in  charge  of  Leather  and 
Clothing.  For  the  Textile  Section  it  was  proposed  to  bring  in  a  new  man 
who  would  he  wholly  impartial  and  free  from  any  involvement  in  the  conflicts 
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which  had  been  impeding  the  worli.     Mr.  Guthrie  took  the  position,  however, 
that  this  would  be  unsatisfactory  to  him  and  thereupon  resigned. 

I  have,  of  course,  instituted  and  will  continue  a  careful  investigation  of  these 
charges.  I  think,  however,  that  in  view  of  the  public  importance  of  this  matter 
it  would  be  well  to  have  an  investigation  conduoted  also  by  an  outside  agency,  and 
I  shall  therefore  be  glad  to  have  your  committee  make  such  an  investigation, 
you  may  rest  assured  that  in  doing  so  you  will  have  my  fullest  cooperation. 

(The  letter  referred  to  was  marked  "Exhibit  No.  488"  and  is  in- 
cluded in  the  appendix  on  p.  5288.) 

The  Chairman.  I  read  that  letter  into  the  record  on  the  day  it  was 
received  and  replied  to  Mr.  Nelson  and  told  him  that  we  would  make 
the  investigation  and  hold  the  liearing.  Mr.  Guthrie  has  asked  to  be 
heard  and  is  here  now  for  that  purpose. 

You  have  a  statement  which  you  desire  to  read,  Mr.  Guthrie? 

Mr.  Guthrie.  Yes,  sir. 

The  Chairman.  Proceed. 

Mr.  Clark.  Would  you  identify  for  the  record  the  two  gentlemen 
with  you. 

Mr.  Guthrie.  Mr.  Marshal  Hale,  Jr.,  and  Mr.  George  Doherty. 

The  Chairman.  Please  give  your  full  name  to  the  reporter,  Mr. 
Guthrie. 

Mr.  Guthrie.  My  name  is  Robert  E.  Guthrie.  I  was  born  and 
raised  in  Paducah,  Ky.,  where  I  owned  and  operated  a  department 
store  from  1911  until  1938.  Since  1930  I  have  lived  in  New  York  City, 
where  I  was  a  member  of  a  stock  exchange  firm,  held  memberships 
in  various  commodity  exchanges,  and  did  the  buying  for  my  store  in 
Paducah.  I  have  been  a  member  of  the  board  of  directors  of  Inter- 
state Department  Stores  and  of  the  "White  Sewing  Machine  Corpora- 
tion, and  am  now  a  director  of  Allied  Stores  Corporation  and  of  the 
Child s  Co. 

In  December  1940, 1  came  to  Washington  and  offered  to  serve  with- 
out pay  in  aid  of  the  defense  effort.  In  May  1941, 1  was  asked  by  Mr. 
Douglas  MacKeachie — at  that  time  Mr.  Nelson's  deputy — to  come  to 
O.  P.  M.  as  adviser  to  the  War  Department  on  the  reorganization  of 
the  post  exchanges,  and  did  so,  serving  until  Ssptember  1941,  when  Mr. 
MacKeachie  asked  me  to  organize  and  head  the  Textile,  Clothing,  and 
Equipage  Branch  of  O.  P.  M.  In  January  of  this  year,  when  the  War 
Production  Board  was  organized,  my  branch  was  made  a  part  of  the 
Bureau  of  Industry  Branches  under  Mr.  Philip  Reed,  as  Chief;  and 
Mr.  Reed  asked  me  to  act  as  Assistant  Bureau  Chief,  with  supervision 
over  the  branches  administering  food  supply,  electrical  appliances, 
consumers'  durable  goods,  furniture,  beverages,  and  tobacco.  About  5 
weeks  later,  Mr.  Reed  asked  me  to  give  up  the  position  of  Assistant 
Chief  of  the  Bureau,  and  2  weeks  later,  on  March  13,  his  deputy,  Mr. 
Amory  Houghton,  told  me  that  the  Textile,  Clothing,  and  Leather 
Goods  Branch  was  to  be  split  in  two,  and  that  I  might  continue  as 
Chief  of  the  Clothing  and  Leather  Goods  Branch.  The  following 
day  I  went  to  see  Mr.  Nelson  to  explain  to  liim  my  reasons  for  not 
accepting  this  second  demotion  and  to  ask  him  if  he  would  investigate 
before  approving  the  change.  When  he  told  me  that  he  would  not,  I 
sent  him  my  letter  of  resignation  on  the  same  day,  and  my  two  assist- 
ants, Mr.  Marshal  Hale,  Jr.,  the  Deputy  Chief  of  the  branch,  and  Mr. 
George  Doherty,  my  executive  assistant,  resigned  with  me. 

My  resignation  was  the  result  of  a  basic  disagreement  with  Mr. 
Reed  and  with  certain  of  the  technical  consultants  in  the  Textiles, 
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Clothing,  and  Leather  Goods  Branch,  who  succeeded  in  getting  Mr. 
Reed  to  support  them,  over  policies  which  I  considered  would  delay 
attainment  of  the  production  levels  which  must  be  reached  before  the 
United  Nations  can  take  the  offensive  in  the  war.  I  tried  to  speed, 
firstj  the  conversion  of  the  consumer  durable  goods  industries  and  the 
textile  industries  to  war  work  and,  second,  the  curtailment  of  civilian 
consumption  of  certain  metals  and  fibres  which  must  be  conserved  with 
utmost  frugality  for  military  needs  and  the  most  essential  civilian, 
uses. 

All  of  American  industry,  except  the  producers  of  raw  materials 
and  of  armaments,  is  under  Mr.  Reed's  supervision.  Under  him  are 
all  the  civilian  manufacturing  industries,  the  very  industries  which 
must  be  converted  at  breakneck  speed  if  we  are  to  reach  the  levels  of 
war  production  scheduled  for  the  end  of  1943.  Mr.  Reed  was  disposed 
to  delay  this  conversion,  for  reasons  which  I  considered  inadequate 
and  about  which  I  shall  have  more  to  say  later. 

Since  my  resignation  and  the  announcement  of  this  committee's 
pending  investigation,  Mr.  Nelson  has  stepped  in  on  Mr.  Reed's  lag- 
ging program  and  has  done  a  rapid  and  commendable  job  of  forcing 
out  stop  orders  requiring  the  conversion  of  virtually  all  civilian 
durable  goods  industries  to  war  work.  This  is  what  I  was  struggling 
for.  Unfortunately,  the  consummation  of  the  all-out  program  which 
Mr.  Nelson  has  announced  rests  in  the  hands  of  men  who  found  it 
impossible  to  formulate  such  a  policy  themselves.  The  type  of  think- 
ing which  allowed  pin-ball  and  juke-box  manufacture  to  continue  until 
May  is  not  a  Jap-stopping  type  of  approach. 

The  major  disagreements  to  which  I  refer  have  been  OA^er  the  con- 
servation of  wool,  the  rate  of  conversion  to  war  work  of  the  refrigera- 
tor, radio,  carpet,  upholstery,  automobile  fabric,  tire  cord,  and  nylon 
industries,  and  the  delays  in  the  allocation  of  cotton  textile  manufac- 
turing capacity  to  war  and  essential  civilian  production.  I  shall 
review  briefly  typical  situations. 

CONSERVATION  OF  WOOL  PROGRAM 

Mr.  Guthrie.  Wool,  like  rubber,  hemp,  and  tin,  is  a  commodity  for 
which  we  have  always  been  dependent  to  a  large  extent  on  far  eastern 
sources  of  supply.  Early  in  September  of  1941  S.  P.  A.  B.  ordered 
that  a  stockpile  of  1,000,000,000  pounds  of  wool  be  built  up  as  quickly 
as  possible. 

Two  means  were  available  to  accumulate  the  billion-pound  stock- 
pile. One  was  to  increase  imports,  the  other  to  restrict  civilian  con- 
sumption. 

The  direction  of  the  wool  program  was  at  that  time  in  the  hands  of 
Mr.  J,  A.  Rice  of  the  A.  D.  Julliard  Co.,  manufacturers  of  cotton  and 
wool  goods,  who  was  also  serving  as  adviser  to  the  armed  services  on 
all  matters  of  textile  procurement,  and  Mr.  Kenneth  jMarriner,  an 
officer  and  owner  of  a  Boston  firm  of  wool  merchants  and  topmakers, 
who  was  then  spending  about  21/2  days  a  week  in  Washington.  From 
the  time  I  became  branch  chief  until  after  Pearl  Harbor  neither  of 
these  men  submitted  to  me  any  program  or  recommendation  for  the 
curtailment  of  the  civilian  use  of  wool.  In  fact,  in  the  last  quarter  of 
1941  civilian  consumption  of  wool  reached  an  all-time  high.  Wool 
was  being  consumed  at  a  rate  of  700,000,000  pounds  per  year  com- 
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pared  with  a  10-year  annual  average  of  550,000,000  pounds.  With 
civilian  consumption  unrestricted,  a  stockpile  of  less  than  200,000,000 
pounds  had  been  accumulated  when  the  w^ar  in  the  Pacific  began. 

Shortly  before  Pearl  Harbor  I  questioned  Mr.  Eice,  in  the  absence  of 
Mr.  Marriner,  about  tlie  need  for  action  to  conserve  wool.  He  replied 
that  no  action  was  necessary  since  w^e  were  "over  the  hump  on  pro- 
curement" and  urged  me  not  to  take  too  drastic  a  view  of  the  wool 
situation.  Immediately  after  Pearl  Harbor  I  directed  Mr.  Marriner 
to  prepare  an  order  severely  curtailing  the  civilian  consumption  of 
wool,  to  go  into  effect  as  soon  as  the  approval  of  the  O.  P.  M.  clearance 
conmiittee  could  be  secured.  He  objected  very  strongly,  arguing  that 
wool  supplies  were  plentiful  and  that  any  shortage  could  be  relieved 
by  increasing  shipping.  I  took  the  position  that  we  should  base  our 
policy  on  the  expectation  that  the  supply  from  Australia  might  be 
completely  cut  off  and  that  bottoms  from  the  other  principal  areas 
from  which  wool  is  imported,  South  America,  and  South  Africa,  would 
be  extremely  scarce  and  perhaps  not  available  at  all  much  of  the  time. 
Finally,  I  said  that  since  military  requirements  would  exceed  the  whole 
domestic  clip  by  a  substantial  amount  in  1942  and  by  a  still  larger 
amount  in  1943,  we  should  cut  civilian  consunlption  to  the  very  bone, 
relying  upon  the  large  stocks  in  the  hands  of  the  consumers,  distribu- 
tors and  cutters-up,  with  rationing  of  clotliing  at  the  earliest  possible 
date,  to  minimize  the  civilian  hardship.  The  Civilian  Supply  Divi- 
sion, the  primary  function  of  wliich  is  to  assure  essential  civilian 
supplies,  concurred  in  this  view.  Mr.  Sommaripa,  Chief  of  the  Tex- 
tile Division  of  Civilian  Supply,  testified  very  accurately  on  this  point 
before  the  House  Military  Affairs  Committee. 

Mr.  Marriner  did  not  agree.  He  prepared  recommendations  for  a 
report  to  S.  P.  A.  B.  on  wool  which  urged  that  reliance  be  placed 
upon  an  increase  in  imports  to  make  our  position  secure.  I  refused 
to  approve  these  recommendations.  Under  my  direction,  a  wool  con- 
servation order  was  finally  drafted  and  made  effective  on  January  4 
which  cut  civilian  consumption  in  the  first  quarter  of  1942  from 
175,000,000  pounds  per  quarter  to  between  sixty  and  seventy  million 
pounds. 

When  the  terms  of  the  second  quarter  order  came  up  for  discussion 
early  in  February  Mr.  Marriner  urged  as  usual  that  the  situation  was 
not  as  serious  as  we  apparently  believed  and  that  no  further  cut  in 
civilian  consumption  was  necessary.  Meanwhile  the  military  situation 
in  the  Far  East  had  deteriorated,  and  shipping  from  South  America 
had  become'  much  tighter.  Mr.  Marriner  argued,  as  he  had  often 
before,  that  the  curtailment  of  civilian  consumption  would  result  in 
the  dismantling  of  equipment  and  loss  of  labor  in  the  industry  which 
would  later  be  needed  to  meet  substantially  increased  military  needs. 

The  Chairman,  Mr.  Guthrie,  just  to  make  the  record  clear,  I  wish 
you  would  identify  Mr.  Marriner.    Who  is  he  ? 

Mr.  Guthrie,  He  is  Chief  of  the  Wool  Section. 

The  Chairman,  But  where  did  he  come  from  before  that? 

Mr,  DoHERTT.  He  is  an  officer  and  owner  of  the  Boston  firm  of  wool 
merchants,  Francis  Willey  &  Sons. 

The  Chairman.  Proceed. 

Mr,  Guthrie.  I  took  the  position  that  if  such  increased  needs  were 
anticipated,  rather  than  release  more  wool  for  civilian  use,  we  should 
greatly  accelerate  procurement  now,  and  build  large  stockpiles  of 
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military  fabrics,  clothes,  and  blankets,  I  directed  him  to  prepare  an 
order  effecting  a  further  cut  in  civilian  consumption  and  a  recoimnen- 
dation  for  a  stockpiling  program  to  the  armed  services.  Such  an  order 
was  drafted  and  put  into  effect,  and  our  recommendation  was  accepted 
by  the  armed  services. 

There  was,  however,  an  urgent  wool  conservation  problem  which 
was  still  unsolved.  One  way  to  save  new  wool  is  to  blend  it  with  other 
fibers,  particularly  rayon,  cotton,  and  wool  waste.  Without  such  blend- 
ing, and  in  view  of  the  very  small  amount  of  new  wool  available  for 
civilian  purposes,  a  serious  shortage  of  clothing  for  civilians  was  in 
prospect,  perhaps  as  early  as  1943.  I  had  been  receiving  reports  from 
the  industry  and  from  trade-union  officials  that  despite  the  first  quarter 
curtailment  there  had  been  little  progress  in  blending,  partly  because 
cotton  yarn  and  rayon  were  difficult  to  obtain  and  partly  because,  with 
stocks  of  fabrics  in  the  hands  of  cutters-up  reportedly  very  large,  many 
manufacturers  were  unwilling  to  risk  putting  adulterated  fabrics  on 
the  market  in  the  face  of  uncontrolled  competition  from  other  mills. 
Many  mills,  particularly  those  with  large  Government  contracts,  were 
evidently  willing  to  use  their  civilian  wool  quota  to  make  100-percent 
new  wool  fabrics.  On  the  other  hand,  mills  with  little  Government 
business  would  be  under  pressure  to  adulterate  too  much.  Without 
controlled  or  mandatory  blending  we  faced  the  risk,  therefore,  not  only 
of  a  serious  shortage  of  civilian  wool  products,  but  also  that  any  such 
products  made  would  use  in  part  more  wool  and  in  part  less  wool  than 
is  necessary  to  provide  needed  warmth;  in  either  case  wool  would  be 
wasted.  For  these  reasons  mandatory  blending  has  appeared  to  me 
to  be  one  of  the  most  acute  conservation  needs  in  the  textile  field.  I 
directed  that  an  order  be  drafted  allocating  rayon  staple  fiber  to  the 
worsted  industry,  and  I  asked  Mr.  Marriner  to  give  consideration  to 
provision  in  the  second  quarter  order  for  some  kind  of  mandatory 
blending.  The  Labor  and  Civilian  Supply  Divisions  and  the  Bureau 
of  Industrial  Conservation  recommendecl  this  very  strongly. 

Mr.  Marriner  then,  as  always,  expressed  his  opposition  to  any  kind 
of  mandatory  blending.  He  has  since  said  that  he  opposed  only  what 
he  calls  "industry  wide"  blending,  under  which  fixed  percentages  of 
substitute  fibers  would  be  required  in  all  fabrics  produced  by  the 
industry,  a  plan  which,  so  far  as  I  know,  was  proposed  by  no  one. 
He  took  the  position  that  the  mills  would  do  a  good  job  themselves, 
without  control,  saying  that  anyway  he  thought  we  had  no  business 
sitting  in  Washington  like  commissars,  telling  the  mills  how  to  run 
their  business.  He  took  this  position  very  strongly,  and  with  con- 
siderable hostility,  and  made  it  plain  that  he  was  not  disposed  to  take 
any  action,  whatever  I  might  say.  At  the  same  time  I  was  receiving 
definite  indications  of  lack  of  support  from  Mr.  Reed.  Because  of 
this  the  second-quarter  order  was  drafted  without  any  provision  for 
mandatory  blending. 

The  Labor  Division  was  not  satisfied.  Its  representative  on  the 
clearance  committee,  Mr.  Lester,  took  the  matter  to  Mr.  Knowlson, 
and  Mr.  Knowlson,  in  a  meeting  with  Mr,  Eiseman,  Mr.  Lester,  and 
Mr.  Doherty — Mr.  Eiseman,  there,  is  representative  of  Civilian 
Supply. 

The  Chairman,  And  who  is  Mr,  Knowlson? 

Mr,  Guthrie.  Mr.  Knowlson  has  charge  of  all  the  industrial 
branches. 
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Mr.  Clark.  My  understanding  is  that  Mr.  Knowlson  is  Director 
of  the  Division  of  Industry  Operations;  is  that  correct? 

Mr.  Guthrie.  That  is  right. 

Senator  Burton.  As  I  understand  it,  then,  Mr.  Nelson  is  the  head  of 
War  Production  Board ;  under  him  comes  Mr.  Knowlson,  the  head  of 
the  Division  of  Industry  Operations;  under  him  comes  Mr.  Reed, 
head  of  the  Bureau  of  Industry  Branches. 

Mr.  Guthrie.  Yes.  Mr.  Knowlson  delegated  to  Mr.  Reed  all  the 
authority  he  had  so  far  as  the  Industries  Branches  go. 

Senator  Burton.  And  under  Mr.  Reed  came  yourself  as  Chief  of 
the  Textile,  Clothing,  and  Leather  Goods  Branch ;  and  under  you  came 
Mr.  Marriner,  of  the  Wool  Section. 

Mr.  Guthrie.  That  is  correct,  sir ;  Chief  of  the  Wool  Section. 

Senator  Burton.  Then  that  means  below  you  Mr.  Marriner,  and 
above  you  Mr.  Reed,  were  opposing  your  policies,  and  you  made 
your  appeal  at  this  point  to  Mr.  Nelson,  above  all  of  them? 

Mr.  Guthrie.  That  is  correct.  I  didn't  make  the  appeal  myself, 
but  the  Labor  Division  made  it  for  me. 

Mr.  Clark.  Mr,  Guthrie,  a  few  moments  ago  you  said  that  you 
were  receiving  definite  indications  of  lack  of  support  from  Mr.  Reed. 
What  were  those  indications  ? 

Mr.  Guthrie.  I  refer  to  that  later  in  the  statement,  Mr.  Clark. 

Mr.  Clark.  Do  you  think  you  could  tell  us  now  ? 

Mr.  Guthrie.  I  can  tell  you  now,  but  I  think  it  is  covered  ade- 
quately here.  If  you  will  let  me  read  the  statement,  we  will  get  it 
and  we  can  go  back  to  that. 

The  Chairman.  Proceed  with  the  statement  and  we  can  ask  ques- 
tions afterward. 

Mr.  Guthrie.  This  commitment  was  made  in  the  form  of  a  state- 
ment released  with  the  wool  order  in  which  w^e  said  that  we  would 
shortly  request  the  mills  to  submit  blending  programs ;  the  statement 
also  said  that  on  the  basis  of  these  programs  and  other  information, 
a  mandatory  blending  order  would  be  issued  to  apply  to  all  fabrics 
delivered  after  September  15. 

Despite  this  clear  instruction  and  the  commitment  contained  in  the 
statement — that  was  a  commitment  from  Mr.  Knowlson — Mr.  Mar- 
riner refused  to  request  the  mills  to  submit  programs.  A  week  after 
the  issuance  of  the  statement,  Mr.  Marriner  informed  Mr.  Doherty  that 
the  letters  had  not  been  sent  out  because  in  the  first  place  he  con- 
sidered that  the  supply  of  wool  was  ample;  in  the  second  place  he 
thought  the  mills  could  be  relied  upon  to  do  a  satisfactory  job  without 
control ;  and  in  the  third  place  he  proposed  to  wait  until  the  situation 
in  the  branch  had  been  corrected  before  doing  anything.  By  that  it 
seemed  clear  to  me  that  he  meant  pressure  was  already  being  brought 
to  get  rid  of  me  as  chief  of  the  textile  part  of  my  branch. 

Within  recent  weeks,  since  this  committee  announced  its  investiga- 
tion, the  mandatory  blending  letters  that  I  insisted  upon  and  that 
Marriner  refused  to  send,  have  finally  gone  out,  accompanied  now  by 
a  press  story  indicating  the  pending  need  for  adulterating  soldiers' 
uniforms.  In  my  opinion  the  civilian  supply  should  have  been  adul- 
terated long  before  there  was  need  of  talking  about  saving  wool  in 
soldiers'  uniforms.  But  the  mills  are  still  free  to  use  wool  for  the 
manufacture  of  100  percent  pure  woolen  suits  for  civilians. 
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At  my  request,  Mr.  Reed  had  participated  in  one  of  the  staff  meet- 
ings at  which  the  wool  order  had  been  thoroughly  discussed,  and  Mr. 
Houghton,  his  deputy,  had  been  present  at  another.  Early  in  Febru- 
ary, I  reported  to  Mr,  Reed  that  I  thought  Mr.  Marriner  should  be 
replaced  because  of  his  persistent  dragging  of  his  feet  on  the  con- 
servation and  conversion  problems.  About  2  weeks  after  the  issuance 
of  the  second  quarter  wool  order,  issued  February  25,  Mr.  Houghton, 
Mr.  Reed's  deputy,  informed  me  that  I  was  being  relieved  of  the 
sui^ervision  of  the  textile  industries  including  the  wool  industry. 

The  direction  of  the  wool  program  thus  remains  in  the  hands  of  a 
man  who  has  consistently  opposed  drastic  action  to  conserve  wool; 
who  stated  in  the  presence  of  several  members  of  the  textiles  branch 
that  he  was  in  Washington  to  represent  his  company  and  the  woolen 
industry;  who  reported  to  a  congressional  committee  only  3  weeks 
ago  that  a  shortage  of  wool  positively  did  not  exist,  despite  the  fact 
that,  according  to  his  own  testimony,  our  assured  supplies  of  wool 
will  fully  clothe  an  army  no  larger  than  3,600,000  men,  and  only 
through  1943,  without  any  allowance  whatever  for  civilian  require- 
ments and  without  allowing  a  pound  for  the  requirements  of  our 
Allies.  This  would  leave  civilians  in  the  same  position  with  respect  to 
wool  that  they  are  in  with  respect  to  rubber. 

Senator  Ball,  Mr.  Guthrie,  may  I  interrupt?  You  make  a  pretty 
serious  charge  there  that  "Mr.  Marriner  stated  in  the  presence  of 
several  members  of  the  textile  branch  that  he  was  in  Washington 
to  represent  his  company  and  the  woolen  industry."  Did  he  say  that 
in  your  presence  ? 

Mr,  Guthrie.  He  said  that  in  the  presence  of  Mr.  Tom  McKinney 
and  Mr.  George  Westberg.  Mr.  McKinney  and  Mr.  Westberg  told 
Mr.  Doherty  and  Mr.  Hale  and  myself. 

Senator  Ball.  Tom  McKinney;  and  what  is  the  other  name? 

Mr.  Guthrie.  George  Westberg. 

Senator  Ball.  Are  they  here  ? 

Mr.  Guthrie.  They  are  here  in  Washington. 

Mr.  Gl.\ek,  Can  you  identify  them  ? 

Mr.  Guthrie.  They  are  both  in  the  Cotton  Section  of  W.  P.  B. 

Mr.  Clark.  Do  they  hold  oiScial  positions  ? 

Mr.  Guthrie,  Yes,  sir;  they  are  both  consultants.  Mr.  McKinney 
is  now  Chief  of  the  Cotton  Section,  I  think. 

The  Chairman,  Is  that  a  prevalent  feeling  in  the  War  Production 
Board,  that  these  fellows,  such  as  Marriner,  are  here  to  represent  the 
industry  and  the  people  at  home  that  they  work  for  rather  than  the 
Government  of  the  United  States? 

Mr.  Guthrie.  Senator  Truman,  I  don't  know  whether  that  is  preva- 
lent or  not,  but  I  am  sure  that  that  is  the  case  in  a  great  many  situa- 
tions.   I  am  afraid  it  is. 

Senator  Ball.  Were  you  serving  on  a  dollar-a-year  basis? 

Mr,  Guthrie.  Yes,  sir. 

Senator  Ball,  Was  your  company  still  paying  you? 

Mr.  Guthrie,  I  have  no  company,  sir;  I  was  doing  it  completely  on 
my  own, 

Mr,  Clark,  I  think  at  this  point  we  should  identify  Mr,  Marriner 
a  little  more  fully,  Mr.  ISIarriner  is  a  dollar-a-year  man,  loaned  to 
the  War  Production  Boad  by  the  Francis  Willey  Co.,  a  division  of 
Winslow  Bros  &  Smith,  Boston,  Mass,     From  the  Willey  Co.  of 
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which  he  is  a  general  manager  and  director,  he  receives  a  salary  of 
$120,000  per  annum. 

Mr.  Guthrie.  Moreover,  if  a  larger  sized  Army  is  to  be  supplied, 
Mr.  Marriner  says,  the  military  specifications  for  woolen  fabrics  will 
have  to  be  adapted  to  the  available  wool  and  waste  supply.  This 
means  shoddy  garments  for  soldiers,  while  wsll-to-do  civilians  are 
allowed  to  buy  unadulterated,  100-percent  virgin  wool  garments. 

Mr.  Marriner  has  also  pointed  out  that  for  some  time  it  has  been 
possible  for  civilians  to  stock  up  with  woolen  clothes  against  the  time 
of  shortage,  and  that  sales  of  woolens  are  still  being  advertised. 
Working  people  and  families  with  growing  children  cannot  fill  their 
closets  as  you  or  I  might  do.  And  if  accumulation  against  the  day 
of  shortage  has  been  a  good  policy  for  civilians,  it  would  have  been 
a  still  better  policy  for  the  Government.  Mr.  Reed  apparently  thought 
that  Mr.  Marriner  was  right  and  that  I  was  wrong  on  these  issues. 

Senator  BalI;.  Mr.  Guthrie,  do  I  understand  you  to  say  although 
these  mandatory  blending  orders  have  been  drafted,  that  the  industry 
is  still  making  a  100-percent  wool  fabric  for  civilian  use  ? 

Mr.  GuTiiiiE.  Yes,  sir. 

Senator  Ball.  When  are  the  orders  effective  ? 

Mr.  Guthrie.  The  mills  were  instructed  to  submit  programs.  Isn't 
that  the  technique  ? 

Mr.  DoHERTT.  That  is  correct ;  yes.  It  is  contemplated  that  an  order 
will  go  into  effect  to  apply  to  fabrics  delivered  after  September  15.  At 
the  time  Mr.  Knowlson  issued  the  directive  to  us,  he  was  very  impa- 
tient with  the  technical  difficulties  that  Mr.  Marriner's  section  had  re- 
ferred to.  He  said,  "I  don't  see  why  we  can't  do  this  thing  by  March 
31.  Get  some  technicians  down  who  can  do  it."  But  Mr.  Marriner 
was  very  strongly  of  the  opinion  that  we  couldn't  do  the  technical  job 
until  the  tliird  quarter. 

Senator  Ball.  In  other  words,  while  you  are  contemplating  diluting 
the  wool  to  make  uniforms,  clothing  for  the  soldiers,  we  are  still  going 
ahead  and  making  100-percent  wool  fabrics  for  civilian  use  ? 

Mr.  Guthrie.  That  is  right,  Senator. 

CONVERSION  or   COTTON -TEXTILE  INDUSTRY'S  CAPACITY  TO  WAR 
PRODUCTION 

Mr.  Guthrie.  A  very  considerable  part  of  the  cotton-textile  indus- 
try's capacity  is  now  being  used  for  the  production  of  war  material, 
but  this  high  proportion  has  only  been  obtained  after  months  of 
indecision  and  delay. 

The  role  the  textile  industries,  and  particularly  the  cotton-textile 
industry,  should  and  must  play  in  the  war  economy  has  not  been  clearly 
understood.  Unlike  the  conversion  of  other  industries  to  the  produc- 
tion of  ordnance,  aircraft,  and  tanks,  the  conversion  of  the  textile 
industries  to  war  work  required  very  little  adaptation  of  existing 
equipment,  negligible  new  equipment,  little  training  of  labor,  negligi- 
ble amounts  of  scarce  materials.  These  industries  were  prepared  to 
take  on  war  tasks  at  the  start;  their  labor  and  equipment  could  have 
been  fully  mobilized  in  the  first  months  of  our  preparation  for  war. 
They  were  not  fully  mobilized.  They  should  have  been  plunged  up 
to  the  hilt  in  war  work  in  the  initial  stages  of  the  war  effort,  because, 
before  the  peak  of  that  effort  is  reached,  they  will  almost  certainly  be 
called  upon  to  release  a  large  part  of  their  labor  force  to  the  Army  and 
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to  the  expanding  arms  industries.  But  they  were  not.  Even  now, 
while  textile  capacity  as  a  whole  is  overcrowded,  large  segments  stood 
idle  on  March  14. 

Senator  Ball.  Just  how  does  that  happen,  Mr.  Guthrie  ? 

Mr.  Guthrie.  The  carpet  industry  is  an  example  of  that.  They 
can't  get  jute  and  their  wool  will  be  curtailed,  and  they  have  looms. 
Those  looms  will  be  converted  to  make  duck,  which  I  refer  to  later, 
by  the  way.  I  go  into  that  later.  I  think  you  will  catch  that,  Senator, 
if  I  may  proceed. 

The  failure  to  conserve  textile  labor  and  plant  capacity  is  as  costly 
a  mistake  as  the  failure  to  conserve  the  raw  fibers  like  wool,  hemp,  and 
silk.  Just  as  before  the  war  in  the  Pacific  began,  the  stockpiling  of 
imported  raw  materials  was  urgently  needed,  so  in  this  phase  of  the 
war  economy  the  large-scale  stockpiling  of  finished  textile  products  is 
of  the  utmost  importance. 

After  provision  for  such  stockpiling,  the  materials  and  capacity 
remaining  in  the  industry  must  be  directed  toward  the  satisfaction  of 
the  more  urgent  consumer  needs.  Here  the  failure  to  plan  is  even 
more  conspicuous.  As  more  and  more  drastic  conservation  measures 
were  applied  to  the  imported  fibers,  such  as  silk,  wool,  hemp,  and  jute, 
an  increasing  burden  was  placed  on  cotton-textile  capacity.  That  ca- 
pacity was  estimated  at  12,000,000,COO  square  yards  per  year,  against 
estimated  requirements  of  15,000,000,000  yards.  The  shortage  made  it 
urgently  necessary  not  only  to  determine  the  military  requirements  as 
far  ahead  as  possible,  but  also  to  rank  civilian  needs  in  the  order  of 
their  importance,  and  allocate  each  loom  in  the  industry  to  the  most 
essential  military  or  civilian  use  to  which  it  could  be  put.  Months  ago 
I  directed  the  consultant  in  charge  of  cotton  textiles,  Mr.  Walton,  to 
prepare  such  a  program. 

Will  you  identify  Mr.  Walton,  Mr.  Clark? 

Mr.  Clark.  Mr.  Walton  is  the  Chief  Consultant,  Textile,  Clothing, 
and  Leather  Goods  Branch,  and  at  that  time  a  subordinate  of  yours. 
Mr.  Walton  is  a  dollar-a-year  man,  loaned  to  the  War  Production 
Board  by  the  Catlin  Farish  Co.,  of  which  he  is  vice  president.  His 
salary  in  1940  was  $20,000,  and  in  1941  was  raised  to  $30,000,  which 
he  is  still  receiving.  The  Catlin  Farish  Co.  is  engaged  in  the  cotton 
factor  business  and  represents  numerous  cotton  manufacturers  on  a 
commission  basis. 

The  cotton  industry  is  represented  in  the  War  Production  Board  by 
Walton,  Proctor  &  Rice;  is  that  correct? 

Mr.  Guthrie.  Yes,  sir. 

His  inability  to  complete  such  a  program  within  a  reasonable  time 
led  to  my  decision,  early  in  March,  to  make  him  my  deputy  in  an 
advisory  capacity  without  any  executive  responsibilities,  replacing 
him  as  Chief  of  the  Cotton  Section.  Mr.  Reed  approved  this,  but 
Mr.  Walton  refused  to  accept  the  change.  Coincident  with  his  re- 
fusal, Mr.  Houghton,  Mr.  Reed's  deputy,  informed  me  that  the  Branch 
was  to  be  split  in  two  and  that  I  might  continue  as  Chief  of  the 
Clothing  and  Leather  Goods  Branch. 

As  I  have  said,  there  are,  despite  the  over-all  shortage  of  textile 
capacity,  certain  branches  of  the  textile  industry  which  are  without 
sufficient  war  work.  These  are,  principally,  the  carpet  industry,  which 
has  had  its  supply  of  wool  and  jute  substantially  reduced,  the  up- 
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holstery  and  drapery  industries,  and  the  manufacturers  of  automobile 
fabrics  and  of  tire  cord.  The  looms  in  these  industries  could  be  used 
to  produce  textile  products  which  are  extremely  scarce,  such  as  cotton 
duck,  a  shortage  of  which  now  exists,  for  certain  industrial  products. 
These  looms  have  not  been  used  for  such  purposes.  Recently  orders 
for  about  10,000,000  square  yards  of  duck  have  been  placed  with  mills 
in  this  category,  but  this  is  a  small  fraction  of  their  total  capacit}^ 
and  the  orders  placed  w^ith  the  carpet  industry  are  an  especially  small 
fraction  of  its  capacity.  Instead  of  producing  duck,  the  carpet  in- 
dustry has  been  manufacturing  an  unessential  product,  and  using,^ 
besides  wool,  an  imported  raw  material,  of  which  a  severe  shortage  is 
impending — namely,  jute. 

The  failure  to  convert  these  industries  is  attributable  partly  to  the 
failure  of  my  consultant  on  duck,  Mr.  James  Proctor,  to  prepare  the 
programs  for  their  conversion,  which  I  directed  him  to  prepare  and 
partly  to  the  unwillingness  of  the  Procurement  Advisor  on  Textiles, 
Mr.  J.  A.  Rice  to  recommend  negotiated  contracts  with  these  mills  at 
prices  which  might  run  as  high  as  50  percent  above  prices  paid  the 
regular  manufacturers. 

Mr.  Clark.  I  don't  think  we  have  identified  Mr.  J.  A.  Rice.  Mr. 
Rice  is  a  dollar-a-year  man,  loaned  to  the  War  Production  Board 
by  A.  D.  Julliard  Co.,  of  New  York  City,  by  which  company  he  is 
employed  as  a  sales  manager.  The  Julliard  Co.  is  engaged  in  the 
manufacture  of  cotton  fabrics  and  is  a  factor  for  numerous  cotton 
manufacturing  concerns.  Mr.  Rice  is  special  adviser  on  textiles, 
Office  of  Procurement  Advisory  Specialists,  Division  of  Purchases,. 
War  Production  Board.  As  I  understand,  he  was  formerly  liaison 
officer  between  the  office  of  the  Quartermaster  General  and  the  Textile 
Branch  of  the  War  Production  Board  at  the  time  of  your 
resignation? 

Mr.  Guthrie.  That  is  correct,  sir. 

Mr.  Clark.  Was  he  responsible,  as  liaison  officer,  for  advising  the 
War  Production  Board  of  the  Military  requirements  of  the  War 
Department? 

Mr.  Guthrie.  That  is  right. 

Mr.  Rice's  position  was  that  the  military  requirements  were  military 
secrets  until  bids  were  invited.  By  that  time  we  could  read  about  them 
in  the  newspapers.  The  idea  that  the  needs  which  the  War  Produc- 
tion Board  had  the  responsibility  of  meeting  were  military  secrets 
from  us,  and  that  we  must  plan  for  them  by  the  guesswork  of  our  own 
experts,  never  seemed  very  satisfactory  to  me.  This  was  particularly 
the  case  when  Mr.  Rice  consistently  disparaged  the  forecasts  produced 
by  the  War  Production  Board's  Statistics  Division.  Before  another 
committee  he  has  testified  that  this  liaison  was  not  his  responsibility. 
But  the  Division  administrative  order  of  February  18  specifically  told 
the  branch  chiefs  to  obtain  information  concerning  the  requirements 
of  the  armed  services  in  the  main  from  the  Chief  of  the  Bureau  of 
Industry  Branches — Mr.  Reed — and  from  representatives  of  the  Divi- 
sion of  Purchases — Mr.  Rice  in  our  case — ^"who  will  provide  the  prin- 
cipal liaison  between  the  branch  and  the  Government  procurement 
agencies." 

Senator  Burton.  Before  you  leave  the  matter  of  cotton  duck,  can 
you  give  us  some  impression  of  the  extent  to  which  cotton  duck  is  re- 
quired as  a  military  item? 
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Mr.  DopiERTY.  I  think  the  present  estimates  are  for  200,000,000 
square  yards  for  a  half  year;  400,000,000  square  yards  a  year. 

Senator  Burton.  For  what  typical  uses? 

Mr.  Hale.  Tents  and  canteens. 

Mr.  Guthrie.  Covers  for  the  wagons;  trucks. 

Mr.  Hale.  Some  packing  ecjuipment. 

Mr.  Guthrie.  In  addition,  there  is  an  enormous  necessary  civilian 
use ;  it  is  hard  to  say  where  civilian  needs  leave  off  and  military  needs 
begin ;  it  is  hard  to  tell  the  difference  between  the  two. 

Senator  Burton.  But  as  a  military  need  it  is  a  commonly  known 
and  largely  used  element  of  military  equipment,  and  the  need  increases 
with  the  increase  in  the  size  of  the  Army  ?  When  you  double  the  size 
of  the  Army  you  double  the  need  for  this  material  ? 

The  Chairman.  And  you  also  increase  the  need  for  cotton  duck 
when  the  Army  goes  into  the  field,  because  they  use  is  principally  to 
make  tents  out  of. 

Mr.  GuTHitiE.  Yes,  sir. 

Mr.  Clark.  In  that  connection,  you  have  not  mentioned  Mr.  James 
Proctor  as  yet. 

Mr.  Guthrie.  No;  we  haven't  identified  Mr.  Proctor  as  yet.  Mr. 
Proctor  was  formerly  vice  president  of  Wellington  Sears. 

Mr.  Clark.  What  is  their  business? 

Mr.  Guthrie.  Cotton  manufacturers ;  I  think  the  largest  manufac- 
turers of  duck  in  the  United  States. 

Mr.  Clark.  And  was  he  a  dollar-a-year  man  ? 

Mr.  Guthrie.  He  is  a  dollar-a-year  man,  loaned  by  Wellington 
Sears,  as  I  understand  it. 

conversion  of  nylon  industry's  CAPACITY"  TO  WAR  PRODUCTION 

Mr.  Guthrie.  All  the  nylon  produced  in  the  United  States  now  is 
going  into  yarn  for  parachutes.  The  parachute  requirements,  plus 
certain  other  military  requirements,  will  exhaust  the  nylon  capacity 
of  the  country  at  least  until  the  end  of  this  year.  This  capacity  was 
not  converted  fullj^  to  the  production  of  military  yarns  until  Febru- 
ary. Before  that  I  had  been  attempting,  without  success,  to  obtain 
information  about  the  military  requirements  for  nylon  through  Mr. 
Rice,  W.  P.  B.'s  advisor  on  textile  procurement  to  the  armed  services. 
No  silk  had  come  into  the  cormtry  since  last  summer;  the  supply  was 
rapidly  being  drawn  down.  For  many  of  the  purposes  for  which  silk 
was  used,  nylon  was  the  best  substitute.  It  was  clear  even  from  very 
scant  information  about  requirements  that  before  very  long  we 
should  have  to  begin  to  make  this  substitution. 

Since  nylon  was  being  used  principally  for  hosiery,  and  rayon 
was  available  to  replace  it  in  this  use,  it  seemed  to  me  to  be  desirable 
to  stop  production  for  civilian  purposes  and  begin  stockpiling  the 
yarn  for  parachute  and  other  military  purposes.  Such  stockpiling 
was  determined  to  be  technically  feasible  but  Mr.  Rice  and  Mr. 
Walton  advised  me  against  this.  INIr.  Rice  continued  to  advise 
against  it  until  early  in  February,  when  he  infcjrmed  me  that  the 
Air  Corps  was  demanding  the  entire  nylon  capacity  through  the 
middle  of  1943.  This  sudden  absorption  of  the  entire  nylon  supply 
made  it  impossible — at  least  until  my  resignation — to  get  very  small 
quantities   of   nylon   bristles    required — in   default   of   hog   bristles 
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which  are  normally  imported  from  China — for  such  essential  civil- 
ian purposes  as  tooth  and  paint  brushes.  Given  any  intelligent 
planning,  nylon  production  would  have  been  converted  to  military 
purposes  long  before  the  1st  of  February  and  the  fiber  stock  piled 
if  Army  and  Navy  orders  were  not  immediately  available.  The 
failure  to  do  so  is  a  typicar failure  to  plan  production  in  advance 
of  requirements  or  to  make  decisions  contrary  to  the  interests  of 
civilian  industries  well  before  the  need  for  doing  so  attained  maximum 
urgency. 

Mr.  Rice  has  since  testified  that  nylon  capacity  through  1943 
will  be  100  percent  in  excess  of  combined  military  requirements. 
This  estimate  reflects  the  fact  that  nylon  capacitv  will  be  increased 
from  about  10,000,000  pounds  per  year  to  20,000',000  pounds  in  the 
first  quarter  of  1943.  In  February,  when  the  Air  Corps  require- 
ments were  announced,  I  encouraged  this  expansion  of  capacity, 
and  assisted  the  clu  Pont  Co.  to  obtain  higher  preference  ratings 
needed  to  get  the  materials  for  the  expansion,  on  the  understanding 
that  the  additional  capacity  would  be  needed  for  military  purposes. 
If  it  is  now  quite  clear  that  the  additional  capacity  will  not  be 
needed  for  these  purposes,  the  expansion  should  not  be  undertaken, 
because  it  would  use  critical  materials  for  nonmilitary  production. 

Whether  or  not  this  expansion  is  necessary,  the  complete  conversion 
of  nylon  at  a  much  earlier  date  than  February  would  have  been 
prudent.  Production  is  concentrated  in  a  single  plant;  the  civilian 
requirements  are  unessential,  particularly  in  view  of  the  generous 
allocation  of  rayon  to  the  hosiery  industry;  and  the  Joint  Army 
and  Navy  Materials  Committee  would  agree,  I  think,  that  military 
requirements  are  more  likely  to  increase  than  to  decrease. 

C0N\rEESI0N   OF   REFRIGERATOR   INDUSTRY'S   CAPACITY  TO   WAR   PRODUCTION 

Mr.  Guthrie.  When  I  was  appointed  Assistant  Chief  of  the  Bureau 
of  Industry  Branches  on  January  25,  I  assumed,  from  what  I  had 
read  in  the  paper,  that  these  industries  were  fairly  well  converted  to 
war  work.  I  was  shocked  to  learn  that  the  conversion  of  most  of  the 
industries  under  that  branch  to  war  work  had  been  greatly  retarded. 

Among  these  one  of  the  most  important  was  the  refrigerator 
industry.  That  industry  had  been  operating  since  August  1941 
under  a  curtailment  of  production  of  domestic  refrigerators  rang- 
ing from  29  to  45  percent  of  average  monthly  sales  in  the  year 
ending  June  30,  1941,  depending  on  size  of  company.  In  January 
and  Februar}^  the  cut  was  extended  only  very  slightly,  to  from  30  to 
52  percent.  Thus  7  months  had  gone  by  without  any  substantial 
further  curtailment.  Almost  no  war  material  was  being  produced 
in  domestic-refrigerator  plants.  Substantial  amounts  of  steel,  copper, 
and  rubber  were  being  chewed  up  in  the  production  of  refrigerators. 

When  I  assumed  responsibility  for  the  branch  a  vigorous  debate 
between  the  branch  on  the  one  hand  and  the  representatives  of 
the  Civilian  Supply  and  Labor  Divisions  and  the  Bureau  of  Indus- 
trial Conservation  on  the  other,  over  the  further  curtailment  of 
refrigerator  production,  was  under  way.  The  branch  wished  to 
curtail  on  the  basis  of  individual  appeals,  pemitting  manufacturers 
to  operate  as  long  as  existing  inventories  of  raw  materials  and  fab- 
ricated parts  held  out.    It  had  already  granted  one  such  appeal,  by 
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the  Stewart -Warner  Co.,  allowing  a  continuance  of  production 
until  June  30.  It  proposed  to  grant  continuances  until  June  30  to 
4  other  manufacturers  who  had  filed  appeals.  There  are  only  16 
manufacturers  in  the  industry. 

But  the  Civilian  Supply  and  Labor  Divisions  protested  to  Mr, 
Knowlson,  who  called  a  conference  on  February  7  and  directed  that  the 
refrigerator  conversion  be  made  a  cooi'dinated  program,  not  one  based 
on  the  separate  consideration  of  individual  appeals.  I  understand 
that  Mr.  Knowlson  then  said  that  he  thought  both  Mr.  Reed  and  him- 
self should  abstain  from  further  consideration  of  the  refrigerator 
problem,  because  their  companies  made  refrigerators,  and  asked  that 
Mr.  Weiner,  the  Deputy  Chief  of  the  Civilian  Supply  Division,  and  I 
work  out  a  solution  together. 

Immediately  after  this  Mr.  Reed  called  me  and  asked  me  to  call  a 
meeting  in  my  office  to  discuss  the  order.  He  told  me  that  a  Mr. 
Thomas  Evans  would  attend,  explaining  that  Mr.  Evans  knew  the 
refrigerator  business  thoroughly.  I  subsequently  learned  that  Mr. 
Evans  was  the  head  of  a  company  manufacturing  commercial  refrig- 
erators in  Philadelphia,  that  he  had  formerly  been  in  the  domestic 
refrigerator  business,  and  that  he  had  been  for  a  number  of  years  head 
of  the  domestic  refrigerator  section  of  the  National  Electrical  Manu- 
facturers' Association. 

At  this  meeting,  on  February  10,  Mr.  Weiner  and  I  followed  Mr. 
Knowlson's  instructions.  I  directed  that  the  production  of  refrigera- 
tors would  cease  entirely,  throughout  the  industry,  on  a  giveii  date. 
The  date  was  set  at  March  31.  This  agreement  was  to  be  embodied  in 
a  formal  order. 

On  the  afternoon  of  the  same  day  Mr.  R^ed  telephoned  me,  saying 
that  he  wanted  us  to  consider  that  Mr.  Evans  was  the  direct  and 
personal  representative  of  Mr.  Knowlson  and  himself;  that  another 
meeting  should  be  called  and  the  refrigerator  order  reconsidered ;  and 
that  Mr.  Evans  sliould  be  allowed  to  dictate  the  terms  of  the  order. 
Mr.  Reed  has  since  denied  giving  me  these  instructions  in  his  testimony 
before  another  congressional  committee,  but  I  understood  them  per- 
fectly at  the  time,  and  I  repeat  that  these  were  his  precise  instructions. 

Senator  Brewster.  Mr.  Guthrie,  do  you  have  a  memorandum  of  the 
date  of  the  telephone  conversation  ? 

Mr.  Guthrie.  No,  sir. 

Senator  Bkew^ster.  Do  you  know  whether  Mr.  Reed  has  ? 

Mr.  Guthrie.  I  do  not,  sir. 

Acting  on  them,  and  for  no  other  reason,  I  called  a  meeting  in  my 
office  on  the  following  day  at  which  the  same  men  were  present  except 
that  Mr.  Stein  appeared  in  place  of  Mr.  Weiner.  Mr.  Evans  then 
proposed  an  order  which  would  have  allowed  unlimited  production  of 
refrigerators  and  refrigerator  parts  until  March  31;  thereafter  indi- 
vidual manufacturers  would  be  allowed  to  appeal  from  the  provisions 
of  the  order  for  permission  to  continue  production  beyond  March  31, 
and  to  obtain  additional  materials.  Mr.  Evans  made  it  clear  that 
appeals  would  be  granted  and  production  allowed  to  continue  as  late 
as  June  30  or  later  wherever  there  were  large  inventories  of  raw  mate- 
rials and  semiprocessed  parts.  This  appeals  procedure  has  since  been 
characterized  by  Mr.  Reed,  with  approval,  as  a  "generous  and  liberal 
appeals  procedure."     I  said  nothing  at  this  meeting  except  that  the 
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matter  had  already  been  settled,  and  there  was  no  occasion  for  me  to 
comment. 

The  proposal  to  delay  conversion  and  allow  domestic  refrigerator 
production  to  continue  without  limit  until  June  30  or  later,  simply  on 
the  basis  of  the  existence  of  large  inventories,  was  entirely  different 
from  the  order  which  I  had  previously  agreed  on  with  the  Division 
of  Civilian  Supply  and  was  unacceptable  to  the  representatives  of  that 
Division.  Accordingly,  as  Mr.  Stein,  of  the  Civilian  Supply  Division, 
has  testified  before  the  House  Military  Affairs  Committee,  Mr.  Leon 
Henderson  wrote  a  strong  memorandum  of  protest  to  Mr.  Knowlson 
the  following  morning.  Mf.  Knowlson  immediately  called  a  meeting 
in  his  office  at  which  Mr.  Reed  and  Mr.  Evans,  Mr.  Houghton,  and 
myself  were  present.  Mr.  Knowlson  said  that  a  new  order  ayouIcI  have 
to  be  written  which  could  be  defended  against  the  criticism  that  Mr. 
Henderson  has  made. 

Mr.  Clark.  Mr.  Guthrie,  may  I  interrupt  and  incorporate  some  sec- 
tions of  that  memorandum?  This  is  a  memorandum  from  Mr.  Leon 
Henderson  to  Mr.  J.  S.  Knowlson,  dated  February  12,  1942.  [Read- 
ing from  Exhibit  No.  489]  : 

You  have  probably  been  advised  that  as  a  result  of  our  meeting  on  refriger- 
ator conversion  last  Saturday,  a  further  meeting  was  held  by  Mr.  Guthrie  on 
Tuesday  which  Mr.  Weiner  attended  for  the  Division  of  Civilian  Supply.  I 
understand  from  the  report  given  me  by  Mr.  Weiner,  that  it  was  agreed  that 
March  31  was  to  be  the  terminal  date  for  the  refrigerator  industry  except  for 
one  selected  small  company.  This  terminal  date  was  to  be  a  true  terminal 
date  and  not  merely  a  date  beyond  which  operation  would  be  under  appeal 
rather  than  under  formal  order,  since  the  appeal  board  was  to  operate  merely 
as  an  agency  to  provide  interim  military  contracts  and  not  to  extend  refrigerator 
production.  Further  the  order  was  to  permit  operation  at  a  rather  high  but 
specified  rate  such  as  150  percent.  Finally  the  selected  small  plant  was  tO'  con- 
tinue refrigerator  manufacture  pending  further  study  of  long-term  civilian  and 
military  refrigeration  needs.  To  make  the  foregoing  effective  it  was  concluded 
that  refrigerator  stocks  would  be  frozen. 

Yesterday  another  meeting  was  held  by  Mr.  Guthrie  which  Mr.  Stein  at- 
tended for  the  Division  of  Civilian  Supply.  Mr.  Stein  advises  me  that  a 
proposal  was  presented  at  this  conference  by  Mr.  Maury — 

Will  you  identify  Mr.  Maury  ? 

Mr.  Guthrie.  Mr.  Maury  was  Chief  of  the  Consumer's  Durable 
Goods  Branch. 

Mr.  Clark  (reading  further  from  Exhibit  No.  489)  : 

and  approved  by  Mr.  Guthrie,  which  is  substantially  divergent  in  several  im- 
portant particulars  from  the  earlier  policy  determination.  First,  production  of 
refrigerators  between  now  and  March  31  will  be  limited  only  by  plant  capacity 
and  balanced  material  inventory.  Production  after  March  31  will  be  ijrohibited 
as  a  matter  of  form  but,  as  was  clearly  stated,  the  formal  prohibition  is  without 
significance  since  the  "most  important  thing"  in  the  whole  order  is  the  appeal 
provision  which  permits  manufacture  at  an  unspecified  rate  and  for  an  un- 
specified period  after  March  31  at  Mr.  Guthrie's  discretion. 

Then  he  says : 

The  lack  of  an  over-all  policy,  which  caused  such  vacillation,  still  exists. 

And  then  he  concluded  by  saying : 

D  )n't  you  agree  that  we  will  all  get  along  more  effectively  if  the  bn'tnches 
concentrate  on  procuring  materials  for  industries  within  authorized  limits  and 
on  conversion  of  every  possible  plant  to  war  production  while  our  people  con- 
centrate on  the  minimum  needs  of  the  civilian  economy  and  the  number  of  each 
type  of  item  that  will  make  the  best  use  of  the  available  scarce  materials,  man 
power,   and  facilities?     I    should   like   to   see   the   refrigerator    limitation    and 
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conversion  program  worked  out  with  that  division  of  responsibility.     Please  let 
me  know  what  you  think  about  this. 

The  Chairman.  That  whole  memorandum  will  be  placed  in  the 
record  at  this  point. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  489"  and 
is  included  in  the  appendix  on  p.  5283.) 

Senator  Ball.  Mr.  Guthrie,  did  you  approve  this  revised  order 
dictated  by  Mr.  Evans  ? 

Mr.  Guthrie.  Technically  I  approved  it  because  I  was  instructed 
to  do  so,  but  Mr.  Stein,  whom  I  had  never  met  before,  representing 
Civilian  Supply  in  Mr.  Weiner's  place  that  morning,  indicated  he 
would  send  a  memorandum  like  this  to  Mr.  Henderson ;  that  he  wouldn't 
stand  for  such  a  disgraceful  order  going  through,  so  I  felt  very  secure 
in  my  position  and  telephoned  Mr.  Stein  later. 

Senator  Ball.  As  I  go  back  over  your  statement,  Mr.  Knowison  had 
told  you  on  February  7  or  8  that  he  wanted  you  and  Mr.  Weiner  to 
decide  on  this  order,  that  he  and  Reed  would  stay  out  of  it. 

Mr.  Guthrie.  That  is  right. 

Ssnator  Ball.  And  then  you  called  this  meeting  and  agreed  on  an 
order,  and  later  Mr.  Reed  comes  back  and  tells  you  that  Evans  should 
dictate  the  order. 

Mr.  Guthrie.  That  isn't  quite  the  sequence.  Before  we  could  have 
our  meeting  Mr.  Reed  had  sent  for  ]\Ir.  Evans,  or  Mr.  Evans  appeared 
on  the  scene,  and  Mr.  Evans  sat  in  at  the  very  first  meeting;  yes,  sir; 
and  at  that  meeting  Weiner  and  I  agreed  on  the  kind  of  order  we 
thought  should  be  put  into  effect.  When  Reed  found  out  that  it  wasn't 
the  kind  of  order  that  Evans  wanted  he  instructed  me  to  have  another 
meeting  the  following  day  and  let  Evans  dictate.  At  that  time  Mr. 
Stein  came  to  the  meeting,  and  I  was  delighted  for  Mr.  Stein  to  send 
that  memorandum. 

I  want  to  call  your  attention  to  two  points. 

Senator  Ball.  May  I  raise  one  point,  though?  You  didn't  get  any 
direction  from  Mr.  Reed  in  writing  regarding  Mr.  Evans'  dictating 
the  order  ? 

Mr,  Guthrie.  No,  sir. 

Senator  Ball.  In  view  of  the  fact  that  Knowison,  who  was  Reed's 
superior,  had  definitely  said  that  he  and  Reed  were  to  stay  out  of 
this,  weren't  you  in  a  position  where  you  should  have  carried  it  up  to 
Knowison,  or  at  least  insisted  that  Reed  put  that  in  writing? 

Mr.  Guthrie.  JMr.  Reed  said  that  Mr.  Evans  should  be  considered 
as  the  direct  representative  of  Mr,  Knowison  and  himself. 

Senator  Ball.  But  that  conflicted  with  what  Knowison  had  said 
a  day  or  two  before. 

Mr.  Guthrie.  Yes. 

The  Chairman.  Proceed,  Mr.  Guthrie. 

Mr.  Guthrie.  There  is  one  item  in  the  memorandum  I  want  to  call 
your  attention  to — that  is  ]\Ir.  Henderson's  memorandum.  He  said 
that  the  appeals  would  be  passed  upon  by  me.  That  isn't  the  case. 
They  would  be  passed  upon  by  the  branch  chief  and  would  not  have 
been  passed  upon  by  me.  I  wouldn't  have  had  control  of  appeals. 
If  I  had,  I  wouldn't  have  worried  so  much  about  the  order  because  I 
wouldn't  have  allowed  the  appeals. 
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Mr.  Clark.  I  think  at  this  point  we  should  also  identify  Mr.  Reed. 
Mr.  Phillip  Reed  is  serving  on  a  dollar-a-year  basis  with  the  War 
Production  Board  as  Chief  of  the  Bureau  of  Industry  Branches.  He 
is  chairman  of  the  board  of  directors  of  the  General  Electric  Co.  from 
which  he  receives  a  salary  and  bonus  of  $120,000  per  annum. 

The  Chairman.  Proceed,  Mr.  Guthrie. 

Mr.  GuTiTRiE.  The  result  was  that  we  drafted  an  order  which  was 
substantially  the  same  as  the  one  agreed  upon  before  Mr.  Evans 
appeared  upon  the  scene;  it  differed  only  in  that  production  was  to 
be  stopped  on  April  30,  instead  of  March  31.  This  order  was  issued 
in  a  few  days. 

It  has  been  said  that  the  refrigerator  industry  was  already  70 
percent  converted  to  war  work  when  I  resigned,  but  as  INIr.  Ham- 
mersley,  the  Chief  of  the  W.  P.  B.  Refrigerator  Section,  stated  in 
the  Labor  Advisory  Committee  meeting  on  February  27,  this  was  70 
percent  of  single-shift  operation,  and  it  reflected  not  actual  conver- 
sion to  Avar  work  but  only  orders  placed  and  orders  "expected."  It  is 
an  "on  order"  calculation.  The  Frigidaire  Division  of  the  General 
Motors  Co.  is  the  largest  manufacturer  of  refrigerators.  The  produc- 
tion of  war  material  in  the  refrigerator  plants  of  the  Frigidaire  Divi- 
sion had  scarcely  begun  when  I  resigned.  In  the  Frigidaire  plant  at 
Dayton  there  are  three  production  lines,  all  of  which  are  being  oper- 
ated one  shift  on  civilian  Avork.  Two  of  these  production  lines  could 
be  torn  out,  and  civilian  refrigerators  produced  on  the  third,  operating 
three  shifts.  Frigidaire,  I  am  told,  accounts  for  25  percent  or  more 
of  the  refrigerator  industry's  entire  production.  Tliroughout  the 
industry  no  labor-training  programs  have  been  instituted  to  give 
workers  the  different  skills  required  when  refrigerator  plants  start 
making  propellers,  gun  mounts,  searchlight  units,  ammunition  shafts, 
cartridge  cases,  bomb-rack  assemblies,  and  other  military  products. 
These  training  programs  are  being  delayed  until  the  workers  have 
stopped  work  on  civilian  production,  and  this  will  mean  a  delay  in 
getting  into  military  production. 

So  much  for  refrigerators. 

CONVERSION  or  CONSUMER  DURABLE  GOODS   INDUSTRIES'  CAPACITY  TO  AVAR 

PRODUCTION 

Mr.  Guthrie.  From  my  brief  experience  in  consumers'  durable 
goods — I  was  appointed  on  Januar}^  25  and  removed  about  March  1 — 
it  is  my  belief  that  the  conversion  of  the  consumer  durable  goods 
industries  in  general  has  been  inexcusably  retarded.  That  situation 
continued  until  after  this  committee  announced  its  present  investiga- 
tion and  Mr.  Nelson  stepped  in  and  forced  out  a  great  mass  of 
conversion  orders. 

Senator  Burton.  May  I  get  those  dates  clear?  You  served  from 
January  25  to  March  1  in  what  capacity  ? 

Mr.  Guthrie.  I  was  acting  in  a  dual  capacity,  sir.  I  was  Chief 
of  the  Textile,  Clothing,  and  Leather  Goods  Branch,  and  also  as- 
sistant to  Ml".  Reed.  As  assistant  to  Mr.  Reed,  I  also  had  respon- 
sibility for  food  supplies,  consumer  durable  goods,  and  several 
smaller  branches. 
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Senator  Burton.  That  is  the  picture  I  wanted  to  get  straight. 
Yon  were  Chief  of  the  Textile,  Clothing,  and  Leather  Goods  Branch 
from  what  date? 

Mr.  GuTiiKiE.  From  early  in  September. 

Senator  Burton.  September  1941  ? 

Mr.  Guthrie.  From  September  1941  to  March  14,  1942. 

Senator  Burton.  And  you  were  Assistant  Chief  of  the  Bureau  of 
Industry  Branches,  which  brought  in  the  refrigerator  and  those 
things,  only  from  January  to  March? 

Mr.  Guthrie.  That  is  correct,  sir. 

Even  more  time  was  lost  in  ordering  conversion  in  the  radio  in- 
dustry. In  January  the  radio  industry  was  producing  large  num- 
bers of  civilian  sets  and  using  up  a  number  of  scarce  materials, 
including  aluminum,  copper,  and  steel.  Substantial  orders  had  been 
placed  with  the  industry  by  the  armed  services  for  the  production 
of  Signal  Corps,  detection,  and  other  radio  equipment  but  these 
contracts  were  highly  concentrated  in  a  few  firms.  There  had  been 
little  subcontracting.  Factories  that  had  been  engaged  principally 
in  assembling  civilian  radio  sets  had  not  been  brought  into  war 
production.  It  seemed  to  me  that  a  more  substantial  curtailment 
of  civilian  radio  production  than  was  then  contemplated  would  ex- 
pedite the  process  of  conversion.  It  seemed  to  me  also  that  it  was 
inexcusable  to  allow  aluminum  to  go  into  the  manufacture  of  an 
unessential  civilian  product  when  our  aircraft  factories  were  pro- 
ducing at  less  than  capacity  for  lack  of  aluminum.  The  aluminum 
allotted  to  radio  production  in  January  and  February  was  a  very 
small  fraction  of  the  total  aluminum  production  but  it  was  enough 
to  make  three  heavy  bombers  per  month  or  many  times  that  number 
of  pursuit  planes.  I  had  been  constantly  impressed  with  the  need 
of  saving  relatively  small  quantities  of  the  scarcest  material  wher- 
ever possible  so  as  to  effect  a  large  aggregate  saving.  For  these 
reasons,  I  directed  that  the  March  allocation  of  aluminum  to  the 
radio  industry,  which  had  already  been  made,  be  withdrawn  and 
that  the  production  of  civilian  sets  cease  at  a  very  clearly  date  to 
be  decided  by  the  branch  chief  and  the  head  of  the  Radio  Section. 
My  decision  to  withdraw  the  allocation  was  overruled  subsequently, 
and  the  curtailment  order  which  was  issued  allowed  production  to 
continue  until  April  22,  with  a  provision  that  equipment  on  which 
M'ork  had  been  begun  prior  to  April  22  could  be  completed.  In 
other  words,  the  principle  of  allo^^ing  the  existence  of  large  inven- 
tories of  work  in  process  to  control  the  rate  of  conversion,  which 
Mr.  Eeed  wished  to  apply  to  the  refrigerator  industry,  was  actually 
applied  to  the  radio  industry.  I  think,  too,  that  the  committee  will 
find  that  this  principle  was  adopted  in  fixing  termination  dates  for 
many  other  consumer  industries. 

On  March  16,  the  next  working  day  after  my  resignation,  Mr.  Rob- 
ert Nathan  reported  in  a  memorandum  to  Mr.  Nelson  ^  that  although 
ail  of  the  raw  materials,  most  of  the  labor,  and  a  substantial  proportion 
of  the  machinery  in  the  durable-goods  industries  could  be  used  for 
war  purposes,  only  the  automobile  industry  had  been  directed  toward 

1  Exhibit  No.  490,  infra,  pp.  4977-4978. 
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complete  conversion ;  other  areas  had  just  begun  to  convert.  Hard- 
ships on  the  industries,  such  as  temporary  unemi^loyment,  mehing 
down  of  processed  material,  and  other  factors  he  declared  to  be 
irrelevant  in  an  all-out  war  effort.  "Complete  cessation  of  durable 
goods  for  consumers,"  he  said,  "involves  insignificant  hardships  rela- 
tive to  defeat  at  the  hands  of  the  enemy.  Normal  production  of  the 
durable  goods  industries  must  be  ruthlessly  ceased.  The  industries 
Avill  not  engage  in  an  all-out  conversion  until  they  are  absolutely 
closed." 

This  is  the  position  which  I  took  while  I  was  in  charge  of  the  Con- 
sumers' Durable  Goods  Branch.  This  is  the  position  which  Mr. 
Nelson  took  last  week  when  he  announced  that  by  May  31  production 
of  virtually  all  metal-using  consumer  goods  would  be  shut  down  for 
the  duration  of  the  war.  But  it  is  emphatically  not  the  position  which 
Mr.  Eeed  took  in  February  when  he  wished  to  delay  conversion  of 
some  of  the  largest  consumer-goods  industries  until  inventories  of 
materials  and  parts  were  used  u]>,  under  "generous  and  liberal"  pro- 
cedures for  hardship  appeals. 

It  has  been  my  position  that  the  speed  of  curtailment  and  conserva- 
tion must  be  geared  to  the  speed  of  our  enemies,  and  not  to  the  con- 
venience of  American  business.  We  can't  fight  a  war  without  hurting 
anybody,  and  the  sooner  we  realize  that,  the  better.  Battles  cannot 
be  won  without  losing  blood,  and  without  losing  business.  We  Ameri- 
cans, all  of  us — soldiers,  workers,  and  businessmen — must,  show  that 
we  can  take  it. 

The  Chairman.  Mr,  Guthrie,  I  wish  you  would  give  us  a  little  more 
specifically  just  what  your  business  has  been  before  you  came  to 
AVashington. 

Mr,  Guthrie.  I  owned  my  own  store,  a  department  store  in 
Paducah,  Ky.,  which  I  sold  in  1938.  I  owned  it  and  ran  it  from  1911 
until  1938. 

The  Chairman.  What  was  your  business  when  you  came  here,  then  ? 
You  were  not  in  business? 

Mr.  GuTimiE.  No ;  I  wasn't  in  any  business  when  I  came  to  Wash- 
ington. 

The  Chairman.  You  had  retired? 

Mr.  Guthrie.  That  is  correct,  sir.  I  had  no  active  connection, 
although  I  was  a  director  in  three  corporations — the  Allied  Stores 
Corporation,  the  Childs  Co.,  and  the  White  Sewing  Machine  Corpora- 
tion— and  I  might  say  that  when  I  was  given  responsibility  for  con- 
sumers' durable  goods,  I  immediately  resigned  from  the  board  of 
White  Sewing  Machine  Corporation  and  sold  my  common  stock. 

The  Chairman.  Are  you  receiving  any  salary  or  have  you  been 
receiving  any  salary  from  any  of  these  corporations  while  engaged 
in  Government  worli  ? 

Mr.  Guthrie.  No,  sir ;  I  have  never  received  a  salary  f i-om  any  cor- 
poration at  an}'  tinie,  except  my  own  jjersonally  owned  real-estate 
corporation. 

Senator  Brewster.  I  gather  that  you  feel  that  during  this  past 
month  there  has  been  a  considerable  acceleration  of  the  conversion 
movement  ? 

Mr.  Guthrie.  Yes,  sir. 

Senator  Brewster.  So  that  you  feel  your  sacrifice  has  perhaps  not 
been  entirely  in  vain  ? 
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Mr.  Guthrie,  I  feel  very  much  that  way,  Senator. 

Senator  Brewster.  Do  you  know  whether  Wellington-Sears  are  the 
only  producers  of  aircraft  wing  fabric? 

Mr.  Guthrie.  I  couldn't  say,  sir,  whether  they  are  the  only  ones  or 
not. 

Mr.  DoHERTY.  I  don't  know  about  that. 

Senator  Brewster.  That  is  all. 

The  Chairman.  Senator  Ball  ? 

Senator  Ball.  Mr.  Guthrie,  I  would  like  to  get  the  events  that  im- 
mediately preceded  your  resignation  a  little  straighter  in  my  mind. 
You  resigned  when?    March  14? 

Mr.  Guthrie.  That  is  correct,  sir. 

Senator  Ball.  And  you  resigned  because  Mr.  Reed  or  his  assistant 
had  informed  you  that  your  branch  was  to  be  split  up  ? 

Mr.  Guthrie.  I  resigned,  sir,  because  I  thought  my  usefulness  had 
ceased.  There  were  no  problems  in  the  Clothing  and  Leather  Goods 
Branches.  In  the  Clothing  Branch  there  were  ample  facilities.  The 
Leather  Goods  Branch  was  well  organized.  Major  Byron  was  doing 
a  good  job,  and  I  felt  that  I  would  have  nothing  to  do.  The  problems 
were  in  the  Textile  Branch,  and  I  had — I  might  say  here  that  there 
were  some  40  consultants  in  the  Textile  Branch,  and  when  I  took  over 
there  were  7.  These  men  from  whom  I  met  with  resistance  were  all 
there  when  I  took  the  branch  over  in  September. 

Senator  Ball.  Well,  who  informed  you  of  this  decision? 

Mr.  Guthrie.  Mr.  Houghton ;  Mr.  Reed's  deputy.  Mr.  Reed  was  in 
Florida. 

Senator  Ball.  When  was  that  ? 

Mr.  Guthrie.  I  think  that  was  about  the  11th. 

Senator  Bx\ll.  March  11? 

Mr.  Guthrie.  Or  12th. 

Mr.  Doherty.  Twelfth. 

Senator  Ball.  Did  you  then  carry  this  protest  of  yours  up  to  Mr. 
Reed? 

Mr.  Guthrie.  Reed  was  in  Florida,  but  I  went  to  Mr.  Nelson. 

Senator  Ball.  You  went  directly  to  Mr.  Nelson  ? 

Mr.  Guthrie.  Yes,  sir. 

Senator  Ball.  And  what,  generally,  was  the  purport  of  your  con- 
versation with  Nelson? 

Mr.  Guthrie.  Well,  I  was  very  much  surprised  to  find  that  Mr. 
Nelson  knew  about  the  situation.  I  was  startled  to  find  that  he  had 
not  talked  to  me  or  talked  to  Mr.  Hale  or  talked  to  Mr.  Doherty, 
but  that  he  had  talked  to  some  of  the  men  in  the  Cotton  Section,  or 
rather  the  particular  ones  to  whom  I  refer  here,  and  he  indicated  that 
he  had  heard  my  side,  the  conversion  side,  from  them.  He  didn't 
suggest  that  he  act  immediately,  but  that  he  would  make  an  attempt 
toniake  a  real  investigation.  Our  conversation  was  very  pleasant. 
I  just  felt  that  my  services  were  of  no  further  use  to  the  Government, 
so  I  went  down  and  resigned. 

Senator  Ball.  Did  Nelson  ask  vou  to  hold  it  up  while  he  checked 

Mr.  Guthrie  (interposing).  No,  sir. 

Senator  Ball.  The  facts,  which  I  assume  you  gave  him  then,  very 
similar  to  what  you  have  given  us  ? 

Mr.  Guthrie.  Yes ;  that  is  right.     No,  sir. 
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Senator  Ball.  He  didn't  ask  you  to  hold  up  your  resignation  while 
he  investigated  those  facts? 

Mr.  Guthrie.  No,  sir. 

Senator  Ball.  Didn't  he  make  any  proposition  to  you  at  all  to  try 
to  get  you  to  stay  on  ? 

Mr.  Guthrie.  No,  sir.  He  said  he  hadn't  lost  confidence  in  me  and 
that  he  thought  probably  investigation  might  show  that  I  was  100  per- 
cent right,  but  that  he  had  to  stand  behind  his  subordinate,  Mr» 
Knowlson. 

Mr.  DoHERTY.  Mr.  Reed. 

Mr.  Guthrie.  It  was  Mr.  Knowlson  that  he  mentioned.  Mr.  Reed 
was  in  Florida  at  that  time. 

Senator  Ball.  Did  you  ever  talk  to  Knowlson  about  it  ? 

Mr.  Guthrie.  No,  sir. 

Senator  Ball.  I  gather  you  were  dissatisfied  with  this  picture  from 
almost  the  minute  you  stepped  into  it.  Did  you  talk  it  over  with 
Knowlson  at  any  time  ? 

Mr.  Guthrie.  No.  Mr.  Knowlson  had  very  little,  if  anything,  to 
do  with  the  industry  branches.  We  had  a  meeting  when  Mr.  Reed 
was  appointed,  or  rather  when  Mr.  Knowlson  appointed  Mr.  Reed, 
and  he  made  it  clear  to  the  branch  chiefs  assembled  that  Mr.  Reed 
had  all  the  authority  which  had  been  delegated  to  him — Mr.  Knowl- 
son— and  that  Mr.  Reed  should  be  final  authority  so  far  as  he  was 
concerned. 

Senator  Ball.  Don't  you  ever  have  conferences  in  the  "War  Pro- 
duction Board  of  these  various  branch  chiefs  with  Nelson  or  get 
together  at  lunch,  or  something,  with  Nelson  and  Knowlson  and  these 
top  men,  so  that  they  know  what  is  going  on  in  all  these  various 
branches  ? 

Mr.  Guthrie.  Reed  held  very  frequent  meetings,  but  in  the  almost 
a  year's  time  I  was  there,  only  once  or  twice  witli  Nelson,  and  at 
that  time  there  was  an  assembly  of  probably  five  or  six  hundred 
people. 

Senator  Ball.  But  Reed  held  frequent  conferences  with  his  branch 
chiefs  ? 

Mr.  Guthrie.  That  is  right,  sir ;  yes,  sir. 

Senator  Ball.  Were  these  things  pretty  thoroughly  threshed  out 
at  those  conferences? 

Mr.  Guthrie.  There  were  too  many  to  thresh  out  except  very  gener- 
ally, because,  you  see,  he  had  responsibility'  for  all  of  industrial  Amer- 
ica, and  if  you  jump  from  the  Communications  Branch  to  Transporta- 
tion, to  Drugs,  you  cover  an  awful  lot  of  territory,  and  it  is  very  diffi- 
cult to  generalize.  But  I  had  no  difficulty  talking  to  Reed.  I  talked  to 
him  frequently,  so  that  I  perfectly  understood  his  point  of  view. 

Senator  Ball.  Wasn't  there  ever  a  general  policy  on  the  conversion 
of  the  durable-goods  industries,  even  after  December  7,  by  the  War 
Production  Board  itself? 

Mr.  Guthrie.  No.  The  first  policy  that  I  heard  of  was  the  one  that 
was  handed  down  on  March  10  by  Mr.  Nathan.  It  was  first  issued 
after  I  resigned. 

The  Chairman.  It  should  be  in  the  record  at  this  point.  This  is  Mr. 
Nathan's  memorandum  to  Mr.  Nelson. 

(The  document  referred  to  was  marked  "Exhibit  No.  490"  and  ap- 
pears in  full  in  the  text  on  pp.  4977-4978.) 
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Senator  Ball.  Mr,  Nathan  is  a  Brain  Trust.  He  isn't  the  War  Pro- 
duction Board.  He  doesn't  decide  the  policy.  He  makes  recommen- 
dations. 

Mr.  Guthrie.  I  think  this  memorandum  has  been  given  out  to  be 
followed  as  a  directive  or  semidirective,  anyway. 

Senator  Ball.  What  strikes  me  is  that  we  had  all  this  publicity  in 
December,  January,  and  February ;  everybody  was  saying  that  we  had 
to  convert;  and  you  are  telling  me  that  there  was  never  a  policy  de- 
cided by  the  War  Production  Board  at  the  top  as  to  how  fast  that  con- 
version should  proceed  and  what  general  policies  should  prevail, 

Mr.  Guthrie.  There  was  no  general  policy,  apparently,  until  within 
the  past  3  weeks. 

Senator  Ball.  You  would  have  seen  it,  as  a  branch  chief,  if  there 
were? 

Mr.  Guthrie.  Oh,  yes. 

Senator  Ball.  There  was  no  general  policy  addressed  to  branch 
chiefs  ? 

Mr.  Guthrie.  No,  sir. 

Did  either  of  you  see  such  a  thing  ? 

Mr.  DOHERTY.   No. 

The  Chairman.  Read  this  memorandum. 

Mr,  Clark,  This  is  a  memorandum  dated  March  16,  1942,  to  Mr. 
Donald  M.  Nelson,  Chairman  of  the  War  Production  Board,  from 
Robert  R.  Nathan.     [Reading  Exhibit  No.  490  :] 

Subject :  The  Conversion  of  Durable  Goods  Industries. 

Tlie  attainment  of  the  President's  objectives  in  1942  depends  not  only  on  the 
day-to-day  stepping  up  of  production  in  factories,  but  also  on  day-to-day  decisions 
being  made  in  the  War  Production  Board.  It  is  important,  therefore,  that  we 
reappraise  what  is  being  done  in  the  all-important  durable-goods  industries. 
These  industries  provide  an  important  pool  of  resources  which  are  not  being 
tapped  sufHciently. 

The  1941  production  of  consumers'  durable  goods  and  producers'  durable  goods 
for  peacetime  use  (excluding  machine  tools)  available  for  conversion  was  valued 
at  approximately  $18,OCO,000,000  at  cost  to  users.  Deducting  for  distribution 
costs,  the  total  is  reduced  to  about  $12,000,000,000  in  1941  prices.  This  excludes 
construction  and  relates  only  to  movable  equipment  and  commodities.  Certainly, 
all  of  the  raw  materials,  most  of  the  labor,  and  a  substantial  proportion  of  the 
machinery  in  these  industries  can  be  used  for  war  purposes.  Only  the  passenger- 
car  segment  of  these  industries  has  been  directed  toward  complete  conversion ; 
and,  even  here,  big  producers  of  parrs  are  still  operating  substantially  in  their 
normal  lines.    Other  areas  have  just  begun  to  convert. 

The  primary  criterion  to  be  applied  to  these  industries  is  "Can  they  be  utilized 
for  producing  armament?"  Hardships  on  the  industries,  temporary  unemploy- 
ment, melting  down  of  processed  material,  and  other  factors  are  irrelevant  in 
all-out  war  effort.  Inventories  in  the  hands  of  consumers  of  durable  goods  are 
large  in  view  of  huge  production  in  recent  years,  and  essential  needs  can  be 
satisfied  through  requisitioning  or  purchasing  from  private  holders.  Complete 
cessation  of  durable  goods  for  consumers  involves  insignificant  hardships  relative 
to  defeat  at  the  hands  of  the  enemy.  Normal  production  of  the  durable-goods 
industries  must  be  ruthlessly  ceased.  The  industries  will  not  engage  in  an  all-out 
conversion  until  they  are  absolutely  closed.  Where  a  modest  output  is  absolutely 
essential,  then  this  output  should  be  confined  to  the  smaller  plants  in  the  industry. 

These  seem  like  drastic  recommendations.  Attempts  to  put  them  into  action 
will  be  answered  by  saying  that  we  need  more  information ;  that  we  should  not 
proceed  so  precipitously  without  making  sure  that  the  inventory  of  the  needed 
goods  is  sufficient  or  that  the  necessary  military  and  civilian  requirements  can 
be  fed  from  this  inventory.  Such  arguments  are  suspiciously  like  the  old  way  of 
evading  pressing  problems.  To  escape  responsibility  for  action,  one  used  to  set 
up  a  commission  for  "studying"  it  in  the  hope  that  by  the  time  the  commission 
procured  results,  the  pressure  for  action  will  be  gone.    The  several  demands  for 
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statistical  information  that  are  made  by  the  industry*  branches  are  much  in 
the  nature  of  such  dehTying  action ;  and  it  seems  to  me  imperative  to  cut  through 
red  tape,  in  full  awareness  that  hardships  will  be  imposed  upon  various  sectors 
of  the  economy  and  tliat  minor  errors  may  be  made. 

May  I  suggest,  therefore,  the  following  specific  policies : 

(a)  Ability  of  durable-goods  industry  to  produce  armaments  is  sole  considera- 
tion with  regard  to  conversion. 

(b)  Conversion  must  start  immediately  wherever  feasibility  to  produce  arma- 
ments is  known  to  exist.  Positive  responsibility  for  the  conversion  must  be 
assigned  to  one  person  or  agency.  At  present  limitation  orders  and  placement 
of  contracts  are  not  synchronized  and  the  industry  brandies  do  not  appear  to  be 
qualified  for  this  responsibility. 

(c)  Except  as  expressly  exempted  by  Chairman  of  the  War  Production  Board, 
conversion  must  in  no  case  be  delayed  in  order  to  complete  current  fabrication 
or  to  build  stockpiles  of  consumers'  durable  goods  or  maintenance  and  repair 
parts. 

(d)  Immediately  on  decision  to  convert  an  industry,  arrangements  must  be 
made  with  the  Inventory  and  Requisitioning  Branch  to  acquire  and  dispose  of 
the  inventory  of  materials  in  the  industry. 

Mr.  Guthrie.  He  suggested  the  policy  on  March  16. 

Senator  Herring.  Mr.  Giitln-ie,  j'ou  state  here  that  there  is  a  severe 
shortage  of  jute  impending.    That  is  in  your  statement. 

Mr.  Guthrie.  Yes,  sir. 

Ssnator  Herring.  Do  you  recall  a  man  by  the  name  of  Crowen,  or 
some  such  name,  being  over  at  the  War  Production  Board? 

Mr,  Guthrie.  Yes,  sir. 

Senator  Herring.  There  for  several  months  at  the  request  of  the 
War  Industry  Board,  trying  to  get  permission  to  start  a  jute  factory 
in  Puerto  Rico? 

Mr.  Guthrie.  Yes,  sir. 

Senator  Herring.  What  was  the  reason  he  couldn't  get  permission 
to  do  that? 

Mr.  Guthrie.  If  I  remember  the  case  correctly,  the  Department 
of  Agriculture  made  the  recommendation  that  it  not  be  granted — that 
priorities  not  be  granted — for  the  machinery  because  they  doubted 
very  much  that  they  could  get  the  fiber,  that  it  could  be  grown 
successfully  clown  there. 

Do  you  remember  the  specific  case  ?  I  think  I  asked  you  to  draw  a 
memorandum  on  that. 

Senator  Herring.  Just  a  minute.  He  had  the  machinery  all  pur- 
chased in  England  and  he  had  a  supply  of  the  raw  material  in  South 
America  to  operate  at  least  a  year,  according  to  the  representations  he 
made  in  the  War  Industry  Board,  which  they  approved  down  there. 

Mr.  Guthrie.  I  don't  remember  the  specific  instance. 

Mr.  Doherty.  I  think  he  needed  some  additional  equipment,  Senator. 

Mr.  Hale.  Yes. 

Mr.  Doherty.  And  the  point  was  that  there  was  spinning  capacity 
in  this  country  to  be  used. 

Senator  Herring.  Who  decided  that,  the  spinners  in  this  country? 

Mr.  Doherty.  AVell,  we  had  a  recommendation  from  the  Depart- 
ment of  Agriculture  on  the  length  of  time  it  would  take  to  increase 
the  crop  in  a  substantial  amount. 

Senator  Herring.  Who  is  the  head  of  that  division  over  there 
now  ? 

Mr.  Doherty.  I  think  we  got  that  from  the  Division  of  Foreign 
Agricultural  Relations. 

Senator  Herring.  I  mean  in  the  War  Production  Board. 
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Mr.  Guthrie.  Mr.  Howe  is  the  man  who  has  charge.  He  is  the 
Chief  of  the  Fiber  Section. 

Senator  Herring.  What  is  his  business? 

Mr.  Guthrie.  He  is  a  doUar-a-year  man. 

Mr.  DoHEP.TY.  He  is  an  importer  of  jute. 

Mr.  Guthrie.  An  importer  of  jute  and  burlap. 

Senator  Herring.  That  is  wdiat  I  understand;  and  he  is  the  one 
who  determines  whether  we  can  manufacture  it  here  or  not.  He  is 
an  importer  himself.  That  may  be  the  difficulty  that  Crowen  is 
having.    I  think  it  is. 

The  Chairman,  Senator  Connally,  do  you  have  a  question? 

Senator  Connally.  Yes ;  I  would  like  to  ask  a  question. 

Mr.  Chairman  and  Mr.  Guthrie,  I  apologize  for  being  late,  I 
am  very  sorry.  I  was  interested,  but  I  had  something  else  that 
demanded  my  time. 

Mr.  Guthrie,  I  hope  you  won't  consider  this  an  impertinent  ques- 
tion. I  kept  up  with  this  somewhat  in  the  press  and  I  rather  ad- 
mired your  independence,  or  what  appeared  to  be  your  independence, 
in  the  maintenance  of  your  own  views.  I  am  wondering  why  you 
didn't  stay  and  fight.  What  did  you  want  to  quit  for?  We  need 
that  kind  of  men  down  there,  and  here  you  hoist  the  flag  about  the 
second  shot. 

Mr.  Guthrie.  There  are  cases.  Senator,  when  you  can  do  more 
good  on  the  outside  than  .on  the  inside,  especially  when  your  hands 
and  feet  are  completely  tied  on  the  inside. 

Senator  Connally.  Some  of  us  might  have  helped  you  untie  them 
if  you  had  let  us  know  about  it  in  time.  I  am  not  critical,  but  I 
am  just  wondering,  when  we  get  a  double-fisted  fellow,  ready  to 
express  his  views  and  stand  up  and  fight,  why  he  doesn't  stay  in 
there  and  fight.  You  can't  win  with  a  fellow  outside  the  ropes, 
you  know. 

IMr.  Guthrie.  My  tools  had  been  taken  away  from  me  pretty  well, 
and  I  had  very  little  to  fight  with. 

Senator  Connally,  The  President  is  still  in  town;  Congress  is 
still  here.  You  can  appeal  to  somebody  about  the  matter  and  get 
some  action.  I  just  regret  that  you  didn't  stay  and  let  them  carry 
you  out  on  a  stretcher. 

Mr.  Guthrie.  Senator,  if  I  had  stayed,  conditions  would  have  been 
lagging  along.  There  probably  is  a  great  deal  that  has  happened 
in  the  past  month  that  wouldn't  have  happened,  and  the  chances 
are  that  a  great  many  more  planes,  a  great  many  more  tanks,  and  so 
forth,  will  have  been  made  by  my  leaving. 

Senator  Connally.  You  think  they  are  better  off  without  you 
than  with  you? 

Mr,  Guthrie,  Under  the  existing  conditions,  I  think  so. 

Senator  Connally.  Well,  of  course,  if  you  feel  that  way,  it  is 
your  patriotic  duty  to  quit.  But  I  am  just  stabbing  around  in  the 
dark,  because  I  wasn't  here  and  didn't  hear  your  statement. 

]Mr.  Guthrie.  These  two  men  at  the  table  with  me,  together  with 
several  other  friends,  discussed  it.  It  wasn't  a  thing  done  hastily. 
It  was  done  with  one  thought  in  mind,  and  that  was  to  help  the 
war  effort.    That  is  what  we  came  here  for. 

Senator  Connally.  Well,  of  course,  we  want  unity  and  harmony, 
^ut  we  don't  want  it  all  one  way.     We  want  a  little  hannony  on  a 
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two-wa}^  street,  and  I  think  it  is  good  to  have  a  division  of  opinion. 

1  don't  want  somebody  to  agree  with  me  all  the  time,  because  the 
chances  are  they  are  going  to  be  wrong  part  of  the  time  if  they 
agree  with  me  all  of  the  time — I  mean  now  and  then.  I  have  made 
mistakes.    I  remember  one.     [Laughter.] 

Mr.  Chairman,  I  would  like  to  interrogate  the  witness,  but  I  am 
not  familiar  enough  with  his  speech  here.    I  will  have  to  read  it. 

The  Chairman.  We  will  be  glad  to  have  you  do  that,  Senator. 

Senator  Burton? 

Senator  Burton.  Mr.  Guthrie,  I  was  interested  in  your  short  term 
of  service  of  6  months,  which  apparently  ran  from  September  to 
March  in  the  Textile,  Clothing,  and  Leather  Branch,  and  then  a 
dual  capacity  for  3  months  in  a  broader  field. 

Mr.  Guthrie.  Yes,  sir. 

Senator  Burton.  I  take  it  your  protest — and  you  resigned  as  a 
protest — is  directed  at  one  particular  point,  that  is,  the  delay  in  the 
conversion  policy  and  the  meagerness  of  its  scope. 

Mr.  Guthrie.  That  is  correct,  sir. 

Senator  Burton.  What  would  you  say  was  the  cause  of  that  de- 
lay ?  Was  it  mistaken  policy  that  can  be  cured  now  by  a  change  of 
policy,  or  was  it  due  to  personnel  which  cannot  be  changed  without 
the  change  of  personnel? 

Mr.  Guthrie.  I  think  it  is  a  bit  of  both.  I  think  that  there  are 
certain  personnel  that  must  be  changed. 

criticism  of  w.  p.  b.  policy  of  employing  dollar-a-year  men 

Senator  Burton.  Therefore,  picking  up  the  problem  as  it  stands 
now,  when  there  has  been  considerable  progress  made  with  con- 
version, what  is  your  recommendation  to  the  committee  as  to  steps 
to  be  taken  to  hasten  the  conversion,  particularly  in  these  fields  with 
which  you  are  so  familiar  due  to  this  6  months  of  service? 

Mr.  Guthrie.  AVell,  you  might  have  somebody  else  resign  in  about 

2  weeks  to  keep  the  ball  rolling.  [Laughter.]  I  didn't  mean  to  be 
facetious,  Senator,  but  that  is  not  a  facetious  answer. 

Senator  Burton.  I  will  leave  it  to  the  chairman  or  somebody  else 
to  inquire  who  the  one  should  be.  But  moving  from  that  point,  is 
there  anything  other  than  resignations  that  would  help  the  situation 
in  those  fields  ? 

Mr.  Guthrie.  Yes,  Senator.  I  think  that  personnel  in  W.  P.  B. 
should  be  more  carefully  chosen.  The  job  should  be  set  up  and 
then  a  man  brought  in  to  do  that  particular  work,  a  man  who  isn't 
serving  probably  two  masters. 

Senator  Burton.  Yours  is  a  definite  protest  against  the  exercise  of 
discretion  by  a  man  w^io  is  under  substantial  financial  obligation  to 
a  private  company  at  the  same  time  that  he  is  to  the  Government? 

Mr.  Guthrie.  That  is  right,  sir. 

Senator  Burton.  Assuming,  then  that  those  persons  Avho  are  under 
that  difficulty  resign,  what  is  your  recommendation  as  to  policies 
that  should  be  undertaken,  particularly  in  the  fields  of  conversion,  if 
you  have  further  recommendations  now? 

Mr.  Guthrie.  I  made  a  little  memorandum. 

Speedy,  efficient  conversion  to  war  work  is  a  process  reqviiring  three  main 
steps  wliich  must  be  highly  synchronized. 
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1.  The  curtailment  of  production  of  civilian  goods  with  the  consequent  curtail- 
ment of  civilian  consumption  of  scarce  materials. 

2.  The  letting  of  contracts,  perhaps  on  a  negotiated  basis  at  higher  prices 
than  regular  manufacturers  need  charge. 

3.  The  beginning  of  production  of  war  materials  in  the  converted  plants, 
requiring  retooling,  ripping  out  of  equipment  and  production  lines  not  suited 
to  the  new  process,  retraining  of  workers,  the  surmounting  of  other  purely  tech- 
nical difiicuJties. 

For  American  industry  the  easiest  of  these  steps  is  the  last  and  most  difficult. 
Technical  difficulties  which  in  other  countries  might  well  prove  insurmountable 
until  a  long  period  of  time  had  elapsed  are  surmounted  in  a  day.  The  hardest 
step  has  proved  to  be  the  first,  the  simple  decision,  made  here  in  Washington 
through  the  issuance  of  an  order,  to  stop  civilian  production. 

Closely  associated  with  the  conversion  problem  is  stock  piling.  Stock  piling 
of  raw  materials  and  finished  products  alike  means  the  facilitation  of  conver- 
sion of  a  later  period.  The  first  means  that  raw  materials  will  be  available 
for  use  when  production  of  war  material  begins.  The  second  means  that  au 
industry's  labor  will  be  freed  at  an  earlier  date  than  otherwise  to  make  possible 
the  conversion  of  other  industries. 

Senator  Burton.  Then  1  take  it  that  your  primary  point  at  the 
moment  as  to  how  the  service  could  best  be  improvecl  relates  to  the 
question  of  personnel  and  secondly  to  conversion  policy. 

Mr.  Guthrie.  That  is  the  first  thing  that  you  have  to  do,  to  get 
out  your  orders,  and  that  requires  the  personnel  in  the  right  frame 
of  mind  and  with  the  right  attitude. 

Senator  Burton.  Then  in  order  to  get  the  full  benefit  of  your 
testimony  and  of  your  protest,  after  consultation  with  the  chairman 
of  the  committee,  I  would  like  to  ask,  Who  do  you  think  should 
resign  ? 

Senator  Ball.  It  should  be,  who  should  be  fired  ? 

Mr.  Guthrie.  Well,  I  think.  Senator,  that  my  testimony  here  speaks 
for  itself. 

The  Chairman.  Do  you  think  that  the  people  who  make  the  biggest 
number  of  radio  sets  and  who  furnish  the  equipment  for  those  radio 
sets,  and  the  people  who  make  the  biggest  number  of  refrigerators  and 
who  are  in  this  civilian  business  up  to  their  eyes  and  who  are  now 
acting  as  dollar-a-year  men  down  here,  can  give  an  unbiased  view  on 
this  subject  of  conversion? 

Mr.  Guthrie.  No,  sir ;  I  don't  think  they  can. 

The  Chairman.  Then,  you  substantially  say  that  those  gentlemen 
should  get  out  and  give  somebody  a  chance  who  can  look  at  it  from 
an  unbiased  viewpoint? 

Mr.  Guthrie.  Yes,  sir. 

The  Chairman.  All  right.     I  think  that  answers  the  question. 

Senator  Burton.  I  just  want  to  press  this  point,  then,  on  the  ques- 
tion of  policy.  I  was  much  impressed  by  your  testimony  with  regard 
to  cotton  duck.  I  can't  imagine  any  particular  textile  fabric,  unless 
it  be  woolen  fabric,  that  is  of  more  importance  to  the  Army.  It  is 
the  material  for  all  the  packs  and  equipment  that  a  man  carries — hir 
cartridge  belt,  his  gas-mask  container,  and  everything  of  that  kind 
that  he  uses.  Is  there  something  that  you  could  recommend  that 
should  be  done  now  that  is  not  being  done  with  regard  to  conversion 
to  the  manufacture  of  cotton  duck,  for  example  ? 

Mr.  Guthrie.  I  don't  know  just  what  has  been  done  since  March  14, 
but  as  of  that  date  the  carpet  mills  should  have  been  given  larger 
orders  for  the  manufacture  of  duck.  Not  only  would  they  make  duck 
for  military  uses  but,  in  case  you  caught  up  with  duck,  it  woul'l 
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release  other  looms  in  the  South  now  making  duck  to  make  other  nec- 
essary civilian  or  war  materials. 

Mr.  DoHERTT.  May  I  say  something  on  that  ? 

Mr.  Guthrie.  Yes.     Go  ahead. 

Mr.  DoHERTY.  Their  capacity  to  make  duck  has  been  estimated  at 
100,000,000  yards. 

Senator  Burton.  Whose  capacity  ? 

Mr.  DoHERTY.  The  carpet  industry's  capacity  to  make  duck.  By 
March  14  they  had  been  given  contracts  for  a  small  fraction — I  don't 
know  exactly  how  much — of  10,000,000  square  yards  for  the  manu- 
facture of  duck. 

Senator  Burton.  If  some  of  these  manufacturers  of  cotton  goods 
now  go  out  of  that  production,  what  do  they  go  into?  I  think  it  was 
recommended  by  Mr.  Guthrie  that  someone  discontinue  production. 
When  that  is  taken  up  by  the  cotton  manufacturers,  what  do  they  do? 

Mr.  DoHERTT.  I  think  they  can  go  into  making  osnaburg  and  sheet- 
ing. 

Senator  Burton.  You  mean  linen  goods? 

Mr.  DoHERTY.  That  is  a  type,  too. 

Senator  Burton.  Then  one  concluding  question.  Mr.  Guthrie. 
That  related  to  cotton  duck.  Is  there  anything  in  these  other 
branches  that  you  supervised  as  a  matter  of  policy  that  should  be 
recommended  at  this  time  in  order  that  we  may  produce  more  war 
goods  and  less  unnecessary  goods  ? 

Mr.  Guthrie.  Yes.  There  should  be  a  definite  over-all  plan  for 
the  cotton-textile  industry.  Each  loom  should  have  allocated  to  it 
the  particular  goods  it  should  make.  A  complete  plan  should  be 
made  there.  I  assume  that  in  the  consumers'  durable  goods  those 
orders  that  have  been  issued  recently — and  still,  with  Pearl  Harbor 
December  7,  it  seems  an  awfully  long  time  to  May  31  to  run  juke 
boxes  and  golf  clubs  and  all  those  things — are  good  ones.  I  don't 
know.     They  are  self-liquidating. 

It  is  my  experience  with  industry  that  if  there  are  16  manufacturers 
of  an  article,  if  they  are  given  a  dead  line  they  will  all  hustle  to  get 
war  orders,  but  they  are  not  going  to  do  it — you  wouldn't  do  it  and 
I  wouldn't  do  it  and  let  the  other  14  go  ahead  and  make  civilian 
merchandise,  and  we  would  lose  our  trade,  and  that  sort  of  thing. 
That  is  just  human  nature.  But  once  given  a  dead  line,  American 
ingenuity  will  go  out  and  do  a  job,  but  that  dead  line  must  be  made 
here  in  Washington  and  they  must  be  given  an  intelligent  directive. 
I  am  not  sure  that  all  of  these  consumers'  durable  goods  people  should 
lie  shut  down.  It  is  very  possible  that  in  each  industry  some  one 
small  plant  might  be  designated,  or  it  could  be  a  larger  one,  to  con- 
tinue to  make  some  civilian  supplies.  You  can  go  to  the  other 
extreme.  You  have  to  be  sensible  about  it.  But  at  least,  generaliz- 
ing, 90  percent  or  93  or  94  percent  of  all  that  production  should  be 
war  production. 

Senator  Burion.  The  restrictive  orders  now  in  effect  for  refrigera- 
tors for  civilian  use  and  for  radios  for  civilian  use  are  practically 
100  percent  now ;  aren't  they  ? 

Mr.  Guthrie.  Yes ;  right  along  the  line. 

The  Chairman.  Senator  Connally,  did  you  have  a  question  ? 

Senator  Connally.  Yes;  one  question. 

Mr.  Guthrie,  you  said  something  about  wool  supplies.  Do  you 
know  what  the  present  stock  pile  of  wool  is  ? 
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Mr.  DoHERTY.  We  have  a  January  1  fi<2;iire  which  shows  that  the 
stocks  on  hand  in  this  country  totaled  665,000,000  pounds,  greasy 
basis. 

Senator  Connallt.  Six  hundred  and  sixty-five  million  pounds  as  of 
January  1?     Have  yon  anything  later  than  that? 

Mr.  DoHERTY.  We  don't  have  a  figure  later  than  that.  The  stock 
in  the  Government  stock  pile  was  less  than  200,000,000  pounds  at  that 
time. 

Senator  Connally.  The  Government;  the  other  is  private. 

Mr.  DoHERTY.  The  other  is  private. 

Senator  Connally.  Is  the  stock  pile  of  available  woolen  supplier 
increasing  or  decreasing  ? 

Mr.  DoHERTY.  I  think  it  has  been  increased  since  January  1,  but  of 
course  that  can't  be  expected  to  continue  because  shipping  has  been 
getting  tighter  all  the  time. 

Senator  Connally.  Well,  that  is  something  you  can't  help — ship- 
ping getting  tighter.    A  lot  of  other  things  are  getting  tighter,  too. 

Now,  on  the  matter  of  cotton  textiles,  can  you  give  any  reason  why 
they  are  reluctant  to  speed  up  the  cotton-textile  manufacture?  What 
is  the  trouble ?  Do  they  have  a  corner  on  it,  or  something?  Has  some- 
body got  a  corner  on  the  cotton  goods  ?  Have  we  got  a  Cotton  Textile 
Institute  ?    Maybe  we  had  better  investigate  them. 

Mr.  Guthrie.  There  is  one ;  a  very  strong  one. 

Senator  Connally.  Who  is  the  head  of  it  ? 

Mr.  Guthrie.  Dr.  Murchison,  I  think,  is  the  active  motivating  spirit 
in  it. 

Senator  Connally,  Have  you  talked  to  him  lately  about  it? 

Mr.  Guthrie.  I  talk  to  him  very  frequently;  yes,  sir. 

Senator  Connally.  What  is  his  attitude  ? 

Mr.  Guthrie.  His  attitude,  naturally,  is  that  the  Cotton  Textile 
Institute  could  do  the  job. 

Senator  Connally.  Why  don't  they  do  the  job,  then? 

Mr.  Guthrie.  Probably  they  coulcl,  but  then  you  have  the  counsel 
for  W.  P.  B.  who  wouldn't  allow  you  to  have  certain  contacts  with 
them  or  wouldn't  allow  you  to  use  the  Cotton  Textile  Institute  except 
under  certain  conditions,  on  account  of  legal  entanglements  and  the 
antitrust  laws,  and  that  sort  of  thing. 

Mr.  Clark.  Are  you  speaking  from  hearsay  or  knowledge  ? 

Mr.  Guthrie.  Oh,  no;  first-hand  knowledge. 

Senator  Connally.  You  still  haven't  answered  why  you  thought 
they  were  reluctant  to  go  ahead.    What  is  the  matter  with  them  ? 

Mv.  Guthrie.  It  is  a  job  to  be  done  within  the  War  Production 
Board,  Senator 

Senator  Connally.  You  were  down  there.  You  were  in  the  War 
Production  Board. 

Mr.  GuTHRHi;.  And  it  is  just  a  case  of  laziness. 

Senator  Connally.  Who  is  the  man  who  is  putting  the  bug  on 
thcni? 

Mr.  Guthrie.  Mr.  Walton. 

Senator  Connally.  Walton  ? 

Mr.  Guthrie.  Frank  Walton.    That  is  right. 

Senator  Connally.  Who  is  the  man  who  is  putting  the  bug  on  him, 
Mr.  Nelson  ?  Who  can  wake  him  up  ?  Who  can  get  him  started,  crank 
him  up  ? 
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Mr.  GuTHKiE.  I  tried  every  way  to  get  him  started.  He  was  a  bottle- 
neck. He  was  very  slow  to  do  anything,  wouldn't  make  decisions,  and 
I  thought  of  reinforcing  him  wdth  a  number  of  assistants.  I  got  some 
8  or  10  men  to  help  him,  and  still  no.    And  then  my  second 

Senator  Connally  (interposing).  Maybe  you  got  too  many  to  help 
him  and  they  disagreed. 

Mr.  Guthrie.  My  second  attempt  w^as  to  relieve  him  from  responsi- 
bility of  all  other  fibers,  all  other  textiles  except  cotton,  anct  that 
didn't  answer  the  question.  So  finally,  I  asked  that  he  be  removed 
and  someone  else  put  in  his  place,  and  that  was  the  specific  cause  of 
my  being  here  today. 

Senator  Connally.  That  is  the  same  Mr.  Walton  that  they  put 
over  in  wool? 

Mr.  Guthrie.  He  had  wool  at  one  time  in  the  early  stages. 

Senator  Connally.  You  couldn't  get  him  started? 

Mr.  Guthrie.  No,  sir. 

Senator  Connally.  We  used  to  twist  the  nose  of  a  mule  when  he 
wouldn't  budge  or  build  a  fire  under  him,  or  something.  Is  there 
anybody  over  in  the  W.  P.  B.  who  can  do  that? 

Mr.  Guthrie.  I  tried  to  build  a  fire  under  him. 

Senator  Connally.  I  know,  but  your  fire  went  out.     [Laughter.] 

Mr.  Guthrie.  I  went  out. 

Senator  Connally.  Mr.  Chairman,  it  seems  to  me  that  we  should 
interrogate  some  of  the  higher-ups  on  this  and  see  why  they 

The  Chairman  (interposing).  We  intend  to  go  to  the  bottom  of  it. 

Senator  Connally.  We  have  gone  to  the  bottom.  We  should  now 
go  to  the  top. 

The  Chairman.  We  start  at  the  bottom  and  go  to  the  top.  We  will 
have  Mr.  Reed  and  Mr.  Knowlson. 

Senator  Connally.  That  is  all. 

The  Chairman.  Senator  Ball,  do  you  have  a  question? 

Senator  Ball.  Yes. 

Do  you  know  whether  the  decision  to  divide  up  your  section  was 
carried  through  after  you  left? 

Mr.  Guthrie.  I  don't  know.  Senator. 

Mr.  DoHERTY.  I  don't  think  so ;  not  yet,  I  think. 

Senator  Ball.  Who  succeeded  you  as  chief  of  the  section? 

Mr.  Guthrie.  Mr.  Alexander. 

Senator  Ball.  Is  he  a  dollar-a-year  man,  too  ? 

Mr.  Guthrie.  I  think  so.    I  don't  know  him. 

Senator  Connally.  Your  idea  is  that  these  dollar-a-year  men  are 
being  overpaid;  is  that  it? 

Mr.  Guthrie.  I  think  they  are  in  some  instances. 

The  Chairman.  They  are  not  being  overpaid  by  their  private  con- 
cerns, but  they  are  being  overpaid  by  the  Government. 

Senator  Bali>.  You  two  gentlemen,  Mr.  Hale  and  Mr.  Doherty, 
resigned  with  Mr.  Guthrie? 

Mr.  Guthrie.  Yes,  sir. 

Senator  Ball.  And  I  take  it  you  back  up  his  statement  and  the 
charge  that  he  has  made  here,  as  far  as  you  know  anything  about  it? 

Mr.  Doherty.  Yes,  sir. 

Mr.  Hale.  Entirely,  sir. 

The  Chairman.  All  right,  Mr.  Clark. 
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Mr.  Clark.  Mr.  Guthrie,  in  connection  with  Senator  Burton's  ques- 
tion as  to  the  progress  of  the  conversion  program,  of  course  you  would 
not  be  qualified  to  speak  with  authority  about  what  has  been  accom- 
plished subsequent  to  March  14. 

Mr.  Guthrie.  That  is  correct ;  only  what  I  have  read  in  the  papers. 

Mr.  Clark.  Would  you  say  that  Mr.  Nathan's  memorandum  and 
the  various  curtailment  orders  that  have  been  issued  plus  Mr.  Nel- 
son's statement  of  April  7,  are  a  step  in  the  right  direction? 

Mr.  Guthrie.  Yes,  sir. 

Mr.  Clark.  Do  they  conform  with  your  views  ? 

Mr.  Guthrie.  Yes,  sir. 

Mr.  Clark.  Then  they  are  making  progress  ? 

Mr.  Guthrie.  Yes,  sir. 

Mr.  Clark.  As  far  as  the  conversion  problem  is  concerned,  you 
were  with  the  O.  P.  M.  back  in  August  1941.     Is  that  correct? 

Mr.  Guthrie.  Late  August  or  early  in  September. 

Mr.  Clark.  And  Mr.  Keed  didn't  come  until  January  '42? 

Mr.  Guthrie.  That  is  right ;  yes. 

Mr.  Clark.  So  there  was  a  5-month  hiatus  there. 

Mr.  Guthrie.  Yes,  sir. 

Mr.  Clark.  What  were  your  thoughts  or  what  was  your  philosophy 
regarding  conversion  back  in  August  1941  ? 

Mr.  Guthrie.  When  I  took  over  the  Division,  there  were  six  or 
seven  men  there,  and  during  that  period  of  October,  November,  and 
December  it  was  a  case  of  building  up  an  organization  so  that  we  could 
do  something;  so  that  we  could  be  prepared  to  save  war  materials  and 
to  put  forth  our  programs.  From  the  very  outset  I  have  been  what 
you  might  call  an  all-outer,  because  I  have  wanted 

Mr.  Clark  (interposing) .  What  do  you  mean  by  an  "all-outer"  ? 

Mr.  Guthrie.  I  didn't  want  there  to  happen  in  my  division  another 
rubber  situation,  aluminum  situation,  or  steel  situation.  I  would 
much  rather  have  had  too  much  than  to  have  too  little. 

Mr.  Clark.  As  I  recall,  your  fundamental  difference  was  with  Mr. 
Eeed. 

Mr.  Guthrie.  Yes,  sir. 

Mr.  Clark.  Did  you  have  any  fundamental  differences  from  August 
to  January,  prior  to  Mr.  Reed  becoming  chief  of  the  Bureau  of  Indus- 
try Branches? 

Mr.  Guthrie.  No  ;  I  never  had  any  difficulties  at  all  as  long  as  Mr. 
MacKeachie  was  in  charge. 

Mr.  Clark.  There  were  two  schools  of  thought,  weren't  there,  with 
regard  to  conversion — one  prior  to  Pearl  Harbor  and  one  subsequent? 

Mr.  Guthrie.  That  is  correct ;  yes,  sir. 

Mr.  Clark.  Prior  to  Pearl  Harbor  you  gave  consideration  to  con- 
serving, cutting  down  the  civilian  supply  moderately.  Isn't  that 
right  ? 

Mr.  Guthrie.  That  is  right. 

Mr.  Clark.  Giving  consideration  to  the  corresponding  military 
needs.  Subsequent  to  Pearl  Harbor,  you  couldn't  give  much  consid- 
eration to  the  civilian  supply  because  you  had  to  give  primary  con- 
sideration to  military  supplies.  Has  there  been  any  lack  of  intel- 
ligent planning? 

Mr.  Guthrie.  There  is  practically  no  intelligent  planning.  Of 
course,  the  whole  organization  has  been  thrown  together  hurriedly. 
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Then  again,  it  is  very  difficult  to  generalize,  because  in  the  case  of  wool 
you  have  the  raw  product  which  may  become  very  scarce ;  in  the  case 
of  cotton  you  have  an  ample  supply  of  raw  product.  Each  item  has 
to  be  treated  differently  and  intelligently.  It  is  very  difficult  to  gene- 
ralize.   On  consumers  durable  goods  you  can  generalize,  yes. 

Mr.  Clark.  What  plan  did  you  have,  or  did  you  submit  to  any  of 
the  officials  of  the  O.  P.  M.  or  War  Production  Board  prior  to  Mr. 
Reed's  coming  there? 

Mr.  Guthrie.  As  early  as  September  I  favored  a  huge  stockpile 
of  wool;  later,  a  stockpile  of  cloth  by  the  Army — not  only  the  raw 
wool  but  the  cloth;  in  cotton  a  complete  plan  which  would  embody 
the  entire  cotton  textile  industry.  The  consumer  durable  goods,  of 
course,  I  had  only  in  January,  and  that  was  after  Pearl  Harbor. 

Mr.  Clark.  My  thought  is  this:  As  far  as  curtailment  and  all-out 
compulsory  conversion  is  concerned,  it  is  a  very  complex  problem. 

Mr.  Guthrie.  That  is  right. 

Mr.  Clark.  It  is  all  right  to  have  a  plan,  but  the  secret  of  success 
of  the  plan  is  carrying  it  into  execution  and  having  the  tools  and 
the  facilities  and  the  machinery  to  do  it.     Is  that  correct  ? 

Mr.  Guthrie.  Yes,  sir. 

Mr.  Clark.  Did  you  have  any  concrete  plan  that  you  submitted 
to  Mr.  Reed  or  Mr.  Knowlson  or  Mr.  Nelson  in  written  form? 

Mr.  Guthrie.  No;  not  in  written  form;  but  I  have  discussed  each 
plan  with  Mr.  Reed,  and  previously  discussed  them  at  great  length 
with  Mr.  MacKeachie. 

Mr.  Clark.  I  see.     You  have  stated : 

At  the  same  time  I  was  receiving  definite  indications  of  lack  of  support  from 
Mr.  Reed. 

Will  you  tell  us  about  that  ? 

Mr.  Guthrie.  Yes.  Mr.  Reed  sent  for  me  just  after  the  second  wool 
order  and  just  after  the  refrigerator  matter  and  said  that  we  prob- 
ably couldn't  work  well  together.  He  said  that  he  thought  I  was  sus- 
picious of  industry  and  probably  suspicious  of  him.  I  told  him  that 
I  wasn't  suspicious  of  him  at  all,  but  that  I  did  think  that  he  shouldn't 
have  anything  to  do  with  or  pass  judgment  on  any  products  manu- 
factured by  his  company.  General  Electric ;  that  I  thought  most  dollar- 
a-year  men  were  honest,  but  that  I  didn't  subscribe  to  his  theory  that 
everyone  was  down  here  on  strictly  a  patriotic  basis  and  to  do  a  job 
for  the  country.  He  told  me  that  he  thought  that  the  mere  fact  that 
a  man  was  down  there  and  giving  his  services  to  the  Government  was 
proof  conclusive  of  his  patriotism  and  the  fact  that  he  was  thinking 
only  of  his  countiy  and  not  of  his  personal  business. 

The  Chairman.  Do  you  think  that  the  raises  in  salary  that  some  of 
these  dollar-a-year  men  have  had  since  they  have  been  down  there  have 
been  due  to  the  fact  that  they  have  been  so  patriotically  inclined  toward 
the  welfare  of  the  Government  of  the  United  States? 

Mr.  Guthrie.  Senator,  I  couldn't  answer  that. 

The  Chairman.  Well,  Mr.  Guthrie,  that  is  all.  I  want  to  say  that 
the  committee  feels  that  a  few  more  actions  of  this  sort  may  straighten 
out  the  War  Production  Board.  I  think  you  are  to  be  congratulated 
on  it. 

Mr.  Guthrie.  Senator,  I  have  a  telegram  here  which  I  would  like  to 
submit  for  the  record,  if  I  may.    I  think  you  have  the  original  of  it. 
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The  Chairman.  I  liave  no  objection  to  that  goino;  into  the  record. 
It  is  a  telegram  from  Alfred  Hoffman,  first  vice  president  of  the  Amer- 
ican Federation  of  Hosiery  Workers,  and  he  sends  this  telegram  as 
chairman  of  the  Silk  and  Rayon  Labor  Committee  of  the  W.  P.  B., 
congratulating  Mr.  Guthrie. 

(The  document  referred  to  was  marked  "Exhibit  No.  491"  and 
is  included  in  the  appendix  on  p.  5285.) 

The  Chairman.  The  committee  will  recess  until  10:30  tomorrow 
morning  when  we  will  hear  Mr.  Heed,  of  General  Electric  Co. 

(Whereupon,  at  12:20  p.  m.,  the  committee  recessed  until  10:30 
a.  m.,  Wednesday,  April  15,  ]942.) 
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WEDNESDAY,   APRIL   15,   1942 

United  States  Senate, 
Special  Committee  to  Investigate  the 

National  Defense  Progratni, 

Washington,  D.  G. 

The  committee  met  at  10:35  a.  m.,  pursuant  to  adjournment  on 
Tuesday,  April  14,  1942,  in  room  318,  Senate  Office  Building,  Sen- 
ator Harry  S.  Truman  presiding. 

Present:  Senators  Harry  S.  Truman  (chairman)  ;  Harold  H.  Bur- 
ton, Joseph  H.  Ball,  Clyde  L.  Herring,  Ralph  O.  Brewster,  and 
James  M.  Mead. 

Present  also :  Mr.  Charles  P.  Clark,  acting  chief  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Reed,  you  have  been  sworn  by  this  committee  haven't  you  ? 

Mr.  Reed.  Last  fall  I  appeared  before  this  committee. 

The  Chairman.  You  have  been  sworn  once.  It  is  not  necessary  to 
be  sworn  again.    You  will  be  seated  in  that  chair. 

You  have  a  statement  you  wanted  to  make  to  this  committee, 
haven't  you? 

Mr.  Reed.  Yes ;  I  have. 

The  Chairman.  Will  you  give  the  stenographer  your  name  and 
connection  for  the  record  ? 

TESTIMONY  OF  PHILIP  D.  REED,  CHIEF,  BUREAU  OF  INDUSTRY 
BRANCHES,  WAR  PRODUCTION  BOARD 

Mr.  Reed.  My  name  is  Philip  D.  Reed.  I  am  Chief  of  the  Bureau 
of  Industry  Branches  of  the  War  Production  Board.  In  private 
life,  I  am  chairman  of  the  board  of  the  General  Electric  Co. 

Mr.  Clark.  Will  you  give  your  compensation  status  please,  Mr. 
Reed? 

Mr.  Reed.  You  mean  my  current  salary  from  General  Electric  ? 

Mr.  Clark.  No  ;  your  status  with  the  War  Production  Board  and 
salary. 

Mr.  Reed.  I  am  on  a  dollar-a-year  basis  with  the  War  Production 
Board.  My  salary  from  General  Electric  currently  is  $60,000  a  year. 
My  extra  compensation  was  $60,000  a  year,  making  a  total  of  $120,000. 

The  Chairman.  Proceed,  Mr.  Reed. 

STATEMENT  OF  PHILIP  D.  REED  RE  ADMINISTRATION  OF  BrREAU  OF  INDUSTRY 

BRANCHES,  W.  P.  B. 

Mr.  Reed.  Mr.  Robert  R.  Guthrie's  statement  before  this  commit- 
tee yesterday  morning  is  a  rehash  and  in  part,  an  amplification  of 
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the  testimony  he  gave  on  March  18  and  19  before  Special  Committee 
No,  3  of  the  House  Military  Defense  Investigating  Committee, 

Mr,  Guthrie's  complaints  and  criticisms  fall  into  two  categories: 
(1)  Interference  and  obstruction  by  his  superiors,  myself  particularly, 
in  his  efforts  to  curtail  and  convert  the  radio  and  refrigeration  in- 
dustries to  war  work,  and  (2)  similar  interference  and  obstruction, 
plus  insubordination,  on  the  part  of  certain  of  his  associates  who 
worked  for  him  in  the  Textile,  Clothing,  and  Leather  Goods  Branch  of 
which  he  was  chief. 

I  wdsh  to  call  attention  to  certain  inaccuracies  and  falsehoods  in  Mr. 
Guthrie's  testimony  and  to  state  briefly  the  facts  as  I  know  them.  I 
wish  also,  and  this  is  more  important,  to  give  the  committee  a  picture 
of  the  basic  organization  and  policies  of  the  War  Production  Board 
on  this  important  subject  of  conversion  and  to  report  the  progress 
that  has  been  made  to  elate. 

The  day-to-day  operations  of  the  War  Production  Board  center 
in  the  branches.  There  are,  in  all,  some  43  branches.  Of  these,  24, 
relating  chiefly  to  manufacturing  industries,  are  grouped  within  a 
Bureau  of  Industry  Branches  of  which  I  am  chief.  An  additional  14, 
relating  to  the  principal  strategic  and  critical  materials,  are  grouped 
in  the  Materials  Division;  and  the  Production  Division  has  5  addi- 
tional branches,  wdiich  concentrate  specifically  on  expediting  produc- 
tion of  designated  military  end  products.  Each  of  these  branches 
has  a  branch  chief.  The  Bureau  chiefs  supervise  the  work  of  the 
branch  chiefs  under  them,  and  report  in  turn  to  the  directors  of  the 
inajor  divisions  of  the  War  Production  Board,  Mr,  Guthrie  was 
one  of  these  43  branch  chiefs.  In  addition,  as  I  shall  explain  later,  he 
was  for  a  brief  time  an  assistant  Bureau  chief  within  the  Bureau  of 
Industry  Branches, 

The  organization  of  these  branches  follows  a  pattern,  which  is  illus- 
trated by  the  Textile,  Clothing,  and  Leather  Goods  Branch,  of  which 
Mr.  Guthrie  was  brancli  chief.  The  branch  chief,  characteristically, 
is  a  business  executive  drawn  from  an  industry  other  than  those  under 
liis  immediate  jurisdiction.  Under  him,  in  the  branch,  are  a  number 
of  technical  experts  drawn  from  the  industries  themselves.  These 
experts  are  subordinate  to  the  branch  chief  and,  in  the  last  analysis, 
can  act  only  through  him.  Responsibility  for  decisions  and  major 
recommendations  to  his  superiors  rests  with  him.  In  addition,  each 
branch  has  assigned  to  it  representatives  from  the  principal  staff 
divisions  of  the  War  Production  Board,  notably  the  Labor  Division, 
the  Division  of  Civilian  Supply,  the  Division  of  Statistics,  and  the 
Legal  Division.  The  personnel  of  these  Divisions  is  drawn  largely 
from  the  universities,  the  professions  and  the  ranks  of  organized  labor. 
Their  background  is  different  and  their  slant  upon  problems  often 
tends  to  be  different  from  that  of  men  drawn  from  industry.  This  we 
have  fully  recognized,  and  counted  upon.  We  have  deliberately  organ- 
ized the  branch  in  this  way  so  as  to  bring  out  all  aspects  of  every 
problem  in  order  that  the  branch  chief  and  his  superiors,  in  making 
their  decisions,  may  have  all  points  of  view  fully  developed.  As  the 
committee  wnll  recognize,  this  is  a  system  wliich  can  work  well  only 
if  the  branch  chief  is  able  to  handle  men  and  to  deal  with  differences 
of  opinion.    It  will  break  down  when  the  branch  chief  is  incompetent 
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to  handle  men,  and  when  differences  of  opinion  degenerate  into  per- 
sonal issues.  Unfortunately,  both  weaknesses  developed  in  the  case 
of  Mr.  Guthrie. 

Now^,  a  word  about  my  own  connection  with  these  branches.  On 
January  5,  1942,  at  the  request  of  William  S.  Knudsen  and  Sidney 
Hillman,  I  undertook,  as  their  special  assistant,  to  take  over  the  opera- 
tion of  the  14  industry  branches,  10  of  which  had  been  a  part  of  the 
Division  of  Civilian  Supply,  under  Mr.  Leon  Henderson,  and  the  other 
4,  including  the  Textiles,  Clothing,  and  Leather  Goods  Branch,  had 
been  a  part  of  the  Purchases  Division  under  Mr.  Douglas  C.  Mac- 
Keachie.  Ten  days  later  the  O.  P.  M.  ceased  to  be.  and  on  January  26, 
by  General  Administrative  Order  No.  2,  Mr.  Nelson  announced  the 
plans  for  the  new^  organization.  In  the  new  War  Production  Board, 
set-up  the  industry  branches  were  transferred  to  the  Bureau  oi  Indus- 
try Branches,  of  which  I  am  Chief,  in  the  Division  of  Industry  Opera- 
tions. In  the  short  time  that  has  elapsed  since  the  reorganization, 
these  branches  have  been  reviewed,  revised,  and  expanded  so  that  there 
are  now  24  of  them.  Among  our  principal  objectives  has  been  the 
reclassification  of  the  branches  so  that  the  operation  of  each  branch 
can  be  closely  and  effectively  directed  by  its  branch  chief.  Another 
objective  has  been  to  give  direction  and  focus  to  the  work  of  these 
branches  along  the  lines  of  development  that  our  swiftly  moving  war 
production  effort  has  taken. 

In  this  connection,  I  direct  the  attention  of  the  committee  to  Divi- 
sion Administrative  Order  No.  2  of  the  Division  of  Industry  Opera- 
tions. This  order,  issued  by  Mr.  James  S.  Knowlson  and  effective  as 
of  February  18,  1942,  gave  official  confirmation  to  our  concept  (under 
which  the  branches  had  been  functioning  since  January)  of  the  pow- 
ers and  duties  of  the  branch  chief  of  an  industry  branch  and  the 
organization  through  which  he  would  work.  I  should  like  to  read 
section  2  of  this  order,  which  is  headed  "Principal  Task  of  Branch 
Chief": 

The  main  task  of  each  branch  chief  will  be  to  bring  about  maximum  use  of 
existing  industrial  capacity  within  the  industry  assigned  to  him  for  the  produc- 
tion of  war  material  and  products  for  essential  civilian  use.  He  will  assist  the 
industry  assigned  to  him  in  every  phase  of  its  production  progranti,  including 
conversion,  financing  of  new  or  expanded  facilities,  problems  of  labor  supply,  and 
procurement  of  materials  and  equipment. 

Under  section  4,  which  outlines  the  powers  and  duties  of  the  branch 
chief,  he  is  directed — 

to  ascertain  the  existing  industrial  capacity,  within  the  industry  assigned  to  him 
which  can  be  made  available  for  war  production ;  and  to  ascertain  opportunities 
to  enlarge  the  productive  capacity  of  existing  rlants  within  such  industry  for 
war  purposes  and  for  essential  civilian  use.  When  conversion  is  necessary  to 
obtain  maximum  use  of  such  cnj^ficity  for  war  purposes  to  bring  about  such 
conversion  in  the  shortest  possible  time. 

I  cite  this  because  it  is  important  to  the  line  of  inquiry  which  this 
committee  has  quite  properly  undertaken,  namely,  the  progress  bf^ing 
made  in  the  conversion  of  our  industrial  machine  to  Avnr  production. 
I  may  say,  in  passing,  that  the  two  paragraphs  that  I  have  quoted 
from  Administrative  Order  No.  2,  coupled  with  the  fact  that  since 
earlv  in  January  statements  were  continually  and  repeatedly  made  in 
staff  meetings  and  elsewhere  to  all  of  the  branch  chiefs  and  to  the 
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branches  themselves  concerning  the  No.  1  problem  of  the  War  Produc- 
tion Board  being  that  of  conversion,  it  is  highly  inaccurate  for  Mr. 
Guthrie  to  say  it  was  not  until  the  middle  of  JNIarch,  or  something  of 
that  order,  that  any  policy,  so  far  as  he  knew,  had  been  adopted  by  the 
War  Production  Board  on  this  matter  of  conversion. 

Senator  Ball.  Mr.  Guthrie  didn't  say  that  the  policy  had  been 
adopted  yet.  What  we  asked  him  was  whether  there  had  ever  been  any 
written  directive  from  the  War  Production  Board,  clear  from  the  top, 
outlining  the  general  policies  to  be  followed  in  this  conversion;  and  his 
testimony  was  that  he  had  never  seen  such  a  written  directive. 

Mr.  Reed.  He  was  mistaken  about  that.  He  had  seen  this,  which 
was  clear  from  the  top. 

Senator  Ball.  You  mean  this  order  you  read? 

Mr.  E.EED.  It  very  clearly  outlined  the  policy  in  connection  with 
this  job. 

Senator  Ball.  Not  the  part  you  read. 

Mr.  Reed.  Yes ;  the  part  I  read. 

Senator  Ball.  That  doesn't  outline  any  policy  on  conversion. 

Mr.  Reed.  Perhaps  we  don't  understand  each  other.  It  seems  to  me 
it  outlines  it  very  clearly. 

Senator  Ball.  No.    It  says  there — 

When  conversion  is  necessary  to  obtain  maximum  use  of  such  capacity  for  war 
purposes  to  bring  about  such  conversion  in  the  shortest  possible  time. 

Mr.  Reed.  You  read  the  beginning  of  the  first  quotation.  Senator — 

The  main  task  of  each  branch  chief  vpill  be  to  bring  about  maximum  use  of 
existing  industrial  capacity  within  the  industry  assigned  to  him  for  the  produc- 
tion of  war  material  and  products  for  essential  civilian  use. 

That  to  me  is  a  statement  of  policy. 

In  passing,  it  should  be  noted  that  the  earliest  and  most  positive 
concern  of  the  Bureau  of  Industry  Branches  was  to  expedite  the 
speedy  and  efficient  utilization  of  industrial  facilities,  labor,  and  mate- 
I'ials,  hitherto  devoted  to  nonessential  civilian  uses,  to  the  business  of 
war  production. 

Later,  I  would  like  to  recount  briefly  the  part  which  the  Bureau  of 
Industry  Branches,  with  which  I  have  been  officially  connected,  has 
played  in  this  over-all  job  of  the  War  Production  Board.  But,  first, 
I  should  like  to  answer  in  part  the  question  in  which  I  know  this  com- 
mittee is  i:)rimarily  interested,  namely,  how  we  are  getting  along  with 
the  job. 

The  Chairman  of  the  War  Production  Board  last  week  rendered  a 
partial  accounting  to  the  public  of  the  pace  at  which  this  work  is  going 
ahead  pursuant  to  the  orders  of  the  War  Production  Board.  That 
statement  by  Mr.  Nelson  and  the  specific  orders  to  which  he  referred 
speaks  more  adequately  than  I  can  of  what  is  being  done.  For  the 
benefit  of  those  members  of  the  committee  who  have  not  had  an 
opportunity  to  read  that  statement  in  full,  I  have  brought  along  copies. 
In  order  to  save  time,  I  should  like  to  ask  the  chairman  of  the  com- 
mittee that  this  statement  and  the  list  of  limitation  orders  referred  to 
therein  be  made  a  part  of  my  testimony. 

The  Chairman.  Without  objection,  that  will  be  done. 
(The  statement  and  list  referred  to  were  marked  ''Exhibit  No.  492" 
and  are  included  in  the  appendix  on  p.  5285.) 
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Mr.  Reed.  In  his  statement  Mr.  Nelson  pointed  out  that  within  the 
short  span  of  3  months  the  War  Production  Board  has  issued  orders 
that  are  a  major  step  in  the  compulsory  conversion  of  the  gigantic 
metal-working  industry  to  war  work.  It  is  all  familiar  now.  In  the 
consumers  durable-goods  industries,  for  example,  orders  have  gone 
out  which  have  stopped,  or  will  shortly  stop,  the  production  of  some 
seventy-odd  items  which  can  be  properly  classified  as  major  products. 
These  are  the  items  named  in  the  list  attached  to  Mr.  Nelson's  state- 
ment to  which  I  have  referred:  Automobiles,  washing  machines,  re- 
frigerators, radios,  lawn  mowers,  vacuum  cleaners,  vending  and  amuse- 
ment machines,  metal  signs,  metal  windows,  metal  kitchen  and  house- 
hold utensils,  and  a  large  number  of  common  household  electrical 
appliances  are  included. 

This  list  is  by  no  means  complete,  since  it  was  devoted  largely  to 
the  consumers  durable-goods  industries.  If  I  could  take  the  time  of 
this  committee  to  recount  in  detail  the  impact  of  these  and  the  other 
mandatory  orders  which  have  been  issued  in  the  last  3  months,  you 
would  appreciate  the  full  meaning  of  Mr.  Nelson's  statement  that 
"these  orders  change  the  face  of  American  industry."  ^And  in  addi- 
tion to  these  numerous  orders  shutting  down  or  curtailing  specified 
industries,  there  are  numerous  conservation  orders  in  force  which,  for 
substantially  every  scarce  material,  curtail  or  prohibit  the  use  of  these 
materials  in  countless  nonessential  civilian  products.  Many  indus- 
tries are  shut  down  or  drastically  curtailed  today  because  required 
materials  have  been  cut  olf  by  conservation  orders  although  no  shut 
down  or  curtailment  order  addressed  to  the  specific  industry  has  been 
issued.  In  order  that  the  record  may  be  partially  completed,  I  would 
like  to  ask  the  chairman  to  include  at  this  point  a  list  of  all  of  the  so- 
called  limitation  and  conservation  orders  which  are  designed  in  part 
to  curtail  the  rate  of  production  of  a  given  industry,  stop  it  altogether, 
or  save  scarce  materials.     I  have  that  exhibit  here,  Mr.  Chairman. 

The  Chairman.  It  may  be  marked  as  an  exhibit  for  the  committee. 

(The  lists  referred  to  were  marked  "Exhibits  Nos.  493  to  496" 
and  are  included  in  the  appendix  on  pp.  5288-5340.) 

.Senator  Ball.  Mr.  Reed,  looking  over  the  major  L  orders — is  that 
what  you  are  talking  about  here  ? 

Mr.  Reed.  I  will  come  to  the  so-called  major  L  orders  later.  Those 
are  orders  which  have  been  issued  only  since  March  14,  and  I  listed 
them  for  a  specific  purpose.     May  I  come  to  them  later  ? 

Senator  Ball.  Very  well. 

Mr.  Reed.  These  orders,  reaching  into  many  diverse  fields  of  indus- 
trial activity,  have  assumed  great  importance  in  the  functioning  of 
the  War  Production  Board  in  the  discharge  of  its  responsibility  to 
accelerate  production  for  war.  As  the  inexorable  demands  of  our 
situation  become  increasingly  apparent  and  the  ability  of  our  civilian 
industrial  economy  to  withstand  successive  shocks  is  manifest,  tliis 
process  of  compulsory  conversion  proceeds.  There  is  about  to  be 
issued  another  drastfc  order  dealing  with  literally  hundreds  of  minor 
metal  items.  It  will  order  the  use  of  iron  and  steel  or  their  metallic 
substitutes  stopped  as  of  an  early  date. 

Mr.  Guthrie  would  have  this  committee  believe  that  bis  resignation 
on  March  14  has  had  the  effect  of  convincing  the  War  Production 
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Board  that  all-out  conversion  is  essential  and  that  the  numerous  limi- 
tation and  shut-down  orders  which  have  been  issued  since  March  14 
have  been  the  direct  result  of  Mr.  Guthrie's  departure.  For  this  rea- 
son I  had  the  records  revicAved  yesterday  afternoon  and  I  wish  to 
present  as  an  exhibit  for  the  record  a  list  of  the  25  important  limita- 
tion orders  which  have  been  issued  by  the  War  Production  Board 
since  March  14:  of  this  year.  This  exhibit  indicates  the  approximate 
date,  taken  from  the  work  records  of  the  industry  branches,  when 
the  first  draft  of  the  order,  which  ultimately  was  issued  subsequent 
to  March  14,  was  prepared.  Of  these  25  orders,  23  had  been  devel- 
oped to  a  point  which  enabled  counsel  to  make  a  first  draft  of  the 
final  order  before  Mr.  Guthrie's  departure.  In  other  words,  23  of  the 
25  orders  were  well  under  way  at  that  time.  These  orders  are  in 
addition  to  48  curtailment  or  shut-down  orders  which  had  been  issued 
in  the  weeks  prior  to  Mr.  Guthrie's  resignation;  also  a  total  of  91 
conservation  orders  effecting  curtailment  or  prohibiting  the  use  of 
critical  or  scarce  materials  or  controlling  their  distribution  had  been 
issued  prior  to  March  14. 

(The  list  referred  to  was  marked  "Exhibit  No.  497"  and  is  included 
in  the  appendix  on  p.  5341.) 

Mr.  Reed.  This  record  speaks  for  itself  before  this  committee.  It 
is  a  record  of  accomplishment,  drastic  in  nature,  but  in  the  opinion 
of  those  close  to  the  problem,  necessary  to  a  complete  victory. 

There  are  several  historical  facts  which  this  committee  should  have 
before  it  in  evaluating  this  record  of  the  War  Production  Board  in  the 
short  span  of  its  existence. 

In  the  first  place,  it  should  be  noted  that  this  process  of  compulsory 
conversion  by  governmental  orders  curtailing  or  stopping  production 
is  a  wholly  novel  and  peculiar  contribution  to  our  ways  of  making  war. 
I  think  this  committee  should  know  that  during  the  entire  course  of 
the  first  World  War  not  a  single  order  was  issued  which  completely 
prohibited  the  output  of  any  civilian  product.  When  that  fact  is 
measured  against  the  War  Production  Board  orders  which  have  already 
been  issued,  the  public  and  our  enemies  wnll  realize  that  we  are  and 
have  been  thinking  and  planning  toward  one,  and  only  one  objective — 
qu^ck  and  great  production  for  war.  Furthermore,  that  planning 
has  been  translated  into  concrete  action. 

Doubtless,  members  of  the  committee  have  read  in  recent  weeks  of  the 
miracles  of  accomplishment  that  are  being  performed  in  the  auto- 
mobile industry  in  Detroit,  which  has  been  out  of  production,  insofar 
as  civilian  vehicles  are  concerned,  since  early  in  February.  I  wonder 
if  the  members  of  the  committee  also  realize  that  it  was  not  until 
August  of  1918,  less  than  3  months  before  the  end  of  the  first  World 
War,  and  a  year  and  4  months  after  the  United  States  entered  it, 
that  an  agreement  was  made  between  the  automobile  industry  and  the 
War  Industries  Board  to  limit  the  output  of  the  industry  for  the 
second  half  of  1918  to  a  quarter  of  its  normal  output.  That  was  the 
prescribed  rate  of  production  when  the  war  ended. 

I  will  not  take  further  time  of  the  committee  at  this  juncture  to 
explain  the  reasons,  largelv  historical  now,  and  certainly  beyond  the 
spope  of  my  own  responsibilities  prior  to  January  of  this  year,  as  to  why 
these  orders  were  not  issued  at  an  earlier  date.  If  the  committee 
thought  it  proper  or  profitable  to  inquire  into  this  question,  it  would 
find  that  as  early  as  September  1941,  the  Office  of  Production  Man- 
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agement,  on  the  recommendation  of  Mr.  Leon  Henderson,  the  Direc- 
tor of  the  Division  of  Civilian  Supply,  with  the  concurrence  and  ap- 
proval of  the  Directors  General,  had  issued,  through  Mr.  Nelson,  then 
Director  of  Priorities,  a  series  of  orders  reducing  the  rate  of  produc- 
tion in  a  limited  category  of  industries,  which  included  automobiles, 
refrigerators,  vacuum  cleaners,  and  similar  durable  goods.  These 
orders  were  necessary  largely  because  the  demand  of  these  industries 
for  important  metals  was  so  large  and  important  that  it  was  feared 
that  their  satisfaction  was  not  consistent  with  the  demands  of  essen- 
tial military  and  civilian  supply.  With  Pearl  Harbor,  however,  the 
subsequent  announcement  by  the  President  of  the  victory  program, 
and  the  ready  response  of  Congress  with  huge  appropriations  in  scale, 
the  Office  of  Production  Management  and  its  successor,  the  War  Pro- 
duction Board,  saw  clearly  that  in  order  to  meet  the  immense  new  pro- 
gram it  would  be  necessary  to  convert  existing  civilian  industries  to 
war  production,  and  it  has  been  acting  vigorously  on  that  necessity. 

I  hope  that  nothing  I  have  said  in  this  statement  conveys  to  the 
committee  the  impression  that  the  Bureau  of  Industry  Branches  is 
claiming  sole  credit  for  this  splendid  record  of  achievement.  We  are 
proud  to  have  made  a  contribution  to  it.  However,  it  was  a  total  con- 
tribution of  all  of  the  divisions  and  bureaus  that  make  up  the  War 
Production  Board,  rather  than  the  exclusive  work  of  any  one.  Of 
course,  the  leadership  and  direction  provided  by  Mr.  Nelson,  the  Chair- 
man of  the  War  Production  Board,  have  been  a  primary  factor.  Many 
of  the  orders  to  which  I  have  referred  are  responsive  to  a  considerable 
degree  to  the  staff  planning  and  recommendations  of  the  Division  of 
Civilian  Supply  under  the  direction  of  Mr.  Leon  Henderson.  The 
specialists  from  that  division  assigned  to  the  various  industry  branches, 
under  our  form  of  organization,  made  a  consistent  and  coherent  con- 
tribution to  this  work.  Likewise,  the  Division  of  Labor,  through  its 
specialists,  accommodated  the  interests  of  labor  to  this  process  of  com- 
pulsory conversion.  The  same  may  be  said  of  the  Materials  Division, 
tlie  Bureaus  of  Priorities,  Conservation,  and  other  elements  of  the  War 
Production  Board.  Those  who  understand  the  organization  of  the 
War  Production  Board  and  its  present  functioning  will  know  that 
these  orders  were  not  issued  by  me  or  by  the  Bureau  of  Industry 
Branches.  The  Bureau  and  its  branches  were  responsible  for  the  for- 
mulation and  processing  of  the  so-called  limitation  or  "L"  orders  and 
also  of  conservation  orders  on  certain  nonmetallic  raw  materials. 
Their  very  existence  bespeaks  the  general  effort  and  initiative  of  the 
industry  branches.  But  they  are  issued  by  the  Director  of  Industry 
Operations  after  clearance  with  the  Bureau  of  Priorities.  In  other 
words,  these  orders,  which,  in  my  judgment,  have  been  and  are  the 
greatest  single  impetus  to  the  conversion  of  industry,  represent  the 
fruits  of  a  cooperative  organizational  effort. 

Tliis  result  has  been  accomplished  within  a  relatively  short  period 
of  time  with  a  large  number  of  persons  of  diverse  backgrounds  and 
points  of  view  participating  in  the  formulation  and  execution  of  the 
various  programs  and  orders  which  have  been  listed  here. 

It  will  be  obvious  to  men  of  practical  experience  in  the  working 
Avorld,  be  their  experience  in  the  field  of  industry  or  government,  that 
tlie  execution  of  a  program  of  this  magnitude,  involving  speedy  action 
of  a  drastic  character,  was  bound  to  produce  differences  of  opinion. 
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As  a  matter  of  fact,  as  I  indicated  earlier,  the  industry  branches,  and, 
indeed,  the  War  Production  Board,  was  set  up  upon  the  organizational 
assumption  that  these  differences  of  opinion  should  be  developed 
as  an  aid  to  giving  a  proper  balance  and  pace  to  the  work.  The  most 
important  administrative  responsibility  of  the  branch  chief,  in  the 
language  of  Division  Administrative  Order  No.  2,  is — 
to  weld  his  staff  into  a  smoothly  working,  Integrated  group. 

Similarly,  the  War  Production  Board  is  set  up  in  divisions  which 
are  organized  for  the  purpose  of  bringing  specialized  points  of  view  to 
bear  upon  line  operations.  The  War  Production  Board  has  provided 
in  its  internal  and  informal  procedure  such  devices  as  the  so-called 
clearance  committee,  which  is  advisory  to  the  Chief  of  the  Bureau  of 
Priorities  and  which  functions  for  the  express  purpose  of  providing  a 
final  exchange  of  different  points  of  view  on  orders  which  have  been 
pi-oposed  for  issuance. 

I  think  every  member  of  this  committee  will  appreciate  the  fact  that 
Congress,  the  Cabinet,  agencies  of  government,  and  business,  labor 
organizations,  and,  indeed,  all  of  our  institutions  operate  on  the  work- 
ing assumption  that  Americans  are  good  sports,  that  we  like  to  have 
our  say,  and,  having  said  it  and  having  been  outvoted,  accept  the  result 
in  good  faith. 

For  this  reason  it  is  not,  in  my  judgment,  a  charge  of  weakness  that 
there  have  been  differences  of  opinion  in  the  War  Production  Board. 
It  is  simply  a  charge  that  the  time-honored  process  of  give  and  take 
is  at  work  there.  To  such  a  charge  by  Mr.  Guthrie,  I  make  no  re- 
buttal. To  his  specific  charge  that  he  resigned  because  he  was  being 
obstructed  by  his  superiors  in  carrying  out  his  responsibility  to  con- 
vert civilian  industry  to  war  production,  I  must  reply. 

The  Textile^  Clothing  and  Leather  Goods  Branch. — I  will  not  at- 
tempt to  reply  to  Mr.  Guthrie's  charges  against  members  of  the  branch 
of  which  he  was  chief.  Mr.  Guthrie  had  been  the  head  of  this  branch 
for  more  than  four  months  prior  to  January  5, 1942,  Avhen  I  was  placed 
in  charge  of  the  industry  branches.  The  personnel  of  the  branch  was 
largely  recruited  during  Mr.  Guthrie's  tenure  of  office  and  the  entire 
personnel  of  the  branch  was  at  all  times  directly  responsible  to  him. 

Between  January  5  and  February  25  when  I  first  learned  of  and 
discussed  with  Mr.  Guthrie  the  seriously  demoralized  condition  of  his 
branch,  I  had  never  discussed  any  matter  pertaining  to  the  Textile 
Branch  with  any  member  of  the  branch  save  Mr.  Guthrie;  I  had 
attended  one  meeting  of  his  staff  in  order  to  meet  the  key  individuals 
and  to  listen  to  a  very  general  discussion  on  the  subject  of  wool ;  I  had 
never  received  from  Mr.  Guthrie  any  suggestion  that  he  was  having 
anything  more  than  the  usual  discussions  and  differences  of  opinion 
that  are  common  to  all  branches.  And  at  no  time — and  this  is  im- 
portant— did  Mr.  Guthrie  indicate  that  he  wished  to  discharge  or 
replace  any  individual  in  his  branch  nor  did  he  ask  me  for  assistance 
in  solving  any  personnel  problem  that  confronted  him.  Hence,  insofar 
as  there  "is  any  possible  merit  in  Mr.  Guthrie's  charges  made  before 
this  committee  yesterday  that  there  were  any  deficiencies  in  the  plan- 
ning or  execution  of  programs  for  the  textile  industry,  the  respon- 
sibility for  such  deficiencies  must  be  placed  on  him.  He  was  the  person 
in  responsible  charge  from  September  through  March  14. 

The  difficulties  and  disagreements  with  his  own  people  which  Guth- 
rie now  describes  so  vividly  were  entirely  within  his  own  power  to 
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correct:  and  were  completely  without  my  knowledge.  They  appear  to 
be  greatly  exaggerated  in  the  light  of  what  subsequently  followed; 
indeed,  I  submit  they  are  in  large  measure  an  afterthought. 

Radio  and  refrigerator  industries. — It  has  been  suggested  by  Mr. 
Guthrie  that  the  conversion  of  the  radio  and  refrigerator  industries  has 
been  held  back  because  I  and,  perhaps,  others  taken  from  the  ranks 
of  industry  were  too  interested  in  preserving  peacetime  business.  I 
wish  to  remind  the  committee  that  it  was  not  until  January  5,  nomi- 
nally, and  actually  January  26,  because  of  the  reorganization  that 
produced  the  War  Production  Board,  that  I  had  anything  to  do  with 
the  industry  branch  responsible  for  the  radios  and  refrigerators.  The 
branch  had  been  organized  and  operated  by  the  Division  of  Civilian 
Supply  under  Mr.  Leon  Henderson  in  September  1941,  and  had  been 
operated  under  the  jurisdiction  of  his  deputy,  ISIr.  Joseph  Weiner, 
until  the  industry  branches  were  placed  under  Messrs.  Knudsen's  and 
Hillman's  direct  jurisdiction  in  December. 

That  the  domestic  radio  set  production  was  sharply  curtailed  by  an 
order  issued  January  23,  1942,  but  not  required  to  shut  down  until 
April  22  was  in  accordance  with  a  letter  dated  January  9,  1942,  from 
Under  Secretary  of  War  Kobert  P.  Patterson  to  William  S.  Knudsen, 
then  Director  General  of  the  Office  of  Production  Management,  which 
reads  as  follows : 

At  the  present  time  it  is  essential  that  all  existing  radio  manufacturing  facilities 
of  the  United  States  be  kept  going  on  commercial  production  to  and  only  to  the 
extent  necessary  to  hold  together  their  operative  forces  until  such  time  as  the 
load  of  national  defense  requirements  can  be  placed  on  these  facilities. 

In  order  to  attain  this  end  and  thereby  prevent  the  loss  of  skilled  labor  and 
disruption  of  facilities,  I  suggest  that  commercial  production  be  curtailed  at  once, 
but  gradually,  and  that  suitable  quantities  of  materials  for  radio  production  be 
allotted  to  this  industry  to  keep  it  going  until  it  can  assume  its  share  of  national 
defense  orders.  Action  has  been  initiated  in  the  War  Department  to  place  war 
production  orders  as  rapidly  as  possible  with  the  presumption  that  continued  oper- 
ation for  commercial  sales  shall  not  delay  or  displace  such  orders. 

As  to  the  refrigeration  shut-down  order,  I  have  only  this  to  say: 
After  the  automobile  conversion  picture  had  taken  defiinite  shape,  the 
branch  undertook  to  deal  with  the  refrigerator  industry.  A  program 
for  tliat  industry  had  been  discussed  for  some  time  in  the  branch.  The 
exact  form  of  the  order  was  decided,  cleared,  and  announced  between 
February  10  and  February  14.  As  far  as  I  know,  no  other  shut-down 
order  has  been  handled  with  greater  expedition  in  the  War  Production 
Board.  To  a  considerable  degree  this  was  due  to  the  presence  of  Mr. 
Thomas  Evans  who  was  brought  in  by  Mr.  Knowlson  and  me  as  a 
disinterested  consultant  thoroughly  familiar  with  the  conditions  in  the 
domestic  mechanical  refrigeration  industry.  Such  disagreements  as 
arose  between  representatives  of  the  Divisions  of  Labor  and  Civilian 
Supply  and  Mr.  Evans  were  no  more  serious  nor  extensive  than  occur 
every  day  in  discussions  of  similar  orders.  The  April  30  shut-down 
date  finally  decided  upon  was  30  days  later  than  the  date  suggested  by' 
the  most  drastic  advocate  of  immediate  conversion.  That  date  was 
agreed  upon  by  all  concerned  after  an  analysis  of  military,  lend-lease, 
export,  and  essential  civilian  requirements  of  refrigerators  indicated 
that  continuance  of  production  until  April  30  was  both  necessary  and 
desirable. 

The  Chairman.  Was  Mr.  Guthrie  present  when  that  agreement  was 
reached  ? 
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Mr.  Reed.  Mr.  Guthrie  was  present  at  the  meeting  at  which  that 
agreement  was  reached. 

To  anyone  who  has  worked  in  the  AVar  Production  Board  and 
knows  the  way  it  functions,  Mr.  Guthrie's  bhand  assumption  that  he 
was  the  primary  exponent  of  compulsory  conversion  to  war  pro- 
duction and  that  I  was  its  primary  opponent,  will  seem  ridiculous. 
Neither  one  of  us  was  that  important.  As  we  have  already  seen,  the 
policy  of  promoting  conversion  of  civilian  industry  to  war  production 
by  curtailment  orders  had  been  adopted  and  put  into  execution  long 
before  Mr.  Guthrie  resigned. 

The  simple  fact  is  that  Mr.  Guthrie  saw  this  particular  bandwagon 
rolling  down  the  hill,  hastened  to  climb  aboard,  and  attempted  to  give 
the  impression  that  he  was  the  driver.  The  reasons  or  motives  that 
he  may  have  had  for  his  action  are  beyond  me.  My  only  explanation 
to  the  committee  is  that  in  every  such  environment,  such  as  is  pro- 
vided in  the  give  and  take  atmosphere  of  the  War  Production  Board, 
there  are  always  a  few  who,  thwarted  in  the  achievement  of  per- 
sonal ambitions  that  transcend  their  abilities,  or  peeved  by  real  or 
fancied  slights,  decide  that  they  will  abandon  the  venture.  Some- 
times they  do  it  quietly  and  with  a  dignity  that  in  a  substantial 
measure  makes  up  for  their  shortcomings.  In  other  instances  they 
choose  to  satisfy  their  peculiar  vanity  by  hitting  the  headlines. 

I  have  no  desire  to  explore  any  further  the  vagaries  of  Mr.  Guth- 
rie's conduct  and  personality.  I  do  not  believe  that  this  committee, 
with  its  important  functions,  wishes  to  deal  in  personalities.  I 
believe  that  the  record  of  the  War  Production  Board  lives  in  the 
very  orders  referred  to  and  is  a  grand  and  courageous  achievement. 
The  months  ahead  will  see  the  terrible  impact  of  these  orders  upon 
the  business,  labor,  and  consumer  groups  in  the  community  of  every 
member  of  this  committee.  The  letters  and  correspondence  you  will 
receive  in  the  weeks  ahead  and  the  evidence  that  will  present  itself 
to  you  on  all  sides  will  prove  conclusively  that  American  industry 
is  being  rapidly  and  ruthlessly  converted  to  the  awful  business  of 
war.  That  this  cannot  be  done  without  serious  dislocations — unem- 
ployment, bankruptcy,  hardship,  and  suffering — must  be  clear  to  all. 
The  job  of  this  cornmittee  and  the  job  of  the  War  Production  Board 
is  not  to  indulge  in  extensive  historical  review  of  what  has  been 
done.  It  is  to  gear  up  for  the  greater  efforts  ahead.  The  President, 
with  the  support  and  at  the  suggestion  of  many  wise  and  competent 
advisers,  including  this  committee,  has  established  an  organization 
for  war  production.  That  organization  is  functioning  effectively  to 
develop  and  utilize  the  great  capacity  of  American  industry  for  the 
job.  It  has  the  active  cooperation  and  understanding  of  American 
industry  and  the  support  and  confidence  of  labor  and  consumers. 
This  War  Production  Board  and  its  entire  personnel,  working  as  a 
single  integrated  unit  and  in  close  cooperation  with  all  the  other 
war  agencies,  is  giving  everything  it  has  of  intelligence  and  energy, 
to  the  successful  termination  of  the  victory  program.  History  will 
record,  I  believe,  that  this  contribution  was  no  small  part  of  the  great 
endeavor. 

That  concludes  my  prepared  statement,  Mr.  Chairman. 

The  Chairman.  Mr.  Reed,  your  authority  as  the  head  of  this  in- 
dustrial branch  was  derived  from  Mr.  Nelson  ? 

Mr.  Reed.  From  Mr.  Nelson  through  Mr.  Knowlson. 
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The  Chairman.  Mr.  Knowlson  was  the  executive  under  Mr.  Nelson 
from  whom  you  derived  your  authority? 

Mr.  Eeed.  Mr.  Knowlson  is  the  Director  of  the  Division  of  In- 
dustry Operations,  and  the  Bureau  of  Industry  Branches  is  one  bureau 
of  that  Division.     I  am  chief  of  the  bureau. 

The  Chairman.  I  see.  I  was  particularly  interested  in  Mr.  Evans. 
Who  brought  Mr.  Evans  into  the  picture  ? 

Mr.  Reed.  I  telephoned  Mr.  Evans  and  asked  him  to  come  down 
here. 

The  Chairman.  Mr.  Guthrie  testified  yesterday  that  Mr.  Evans 
wrote  the  order  which  converted  the  refrigerator  industry  to  the 
war  work,  and  that  the  agreement  had  been  made,  I  believe,  to  close 
down  that  industry  for  civilian  production  sometime  in  the  earlier 
part  of  April. 

Mr.  Reed.  Thirty  days  earlier,  yes;  March  31. 

The  Chairman.  March  31,  if  I  remember  correctly,  and  on  a  direct 
order  from  you,  that  was  changed  to  a  date  30  days  later.  Is  that 
correct  ? 

Mr.  Reed.  No,  sir;  that  is  false.  Here  is  what  he  testified  to,  if 
you  would  like  to  have  me  say  so,  because  I  have  been  through  this 
before  and  testified  about  it  before  another  congressional  committee. 

The  Chairman.  Proceed. 

Mr.  Reed.  Mr.  Evans  was  brought  down  here  by  me.  I  had  not 
met  Mr.  Evans  at  that  time.  Mr.  Knowlson  knew  him.  I  knew  him 
by  reputation.  He  is  a  man  not  in  the  domestic  refrigerator  business. 
He  is  in  an  associated  business,  the  commercial  refrigeration  and  air- 
conditioning  business.  He  had  been  the  head  of  a  section  of  the 
National  Electrical  Manufacturers  Association  for  a  number  of  years 
before,  which  did  include  the  domestic  refrigerators,  and  so  he  knew 
the  members  of  the  industry ;  he  knew  their  personalities,  he  knew  the 
capacity  of  the  plants,  he  knew  what  could  be  done  and  what  couldn't 
be  done. 

We  thought  it  would  be  very  desirable  to  have  him  down  here 
simply  as  a  consultant,  without  any  authority  whatever  to  draw 
orders  or  to  make  decisions,  but  to  be  a  consultant,  to  advise  the 
individuals,  who,  if  you  will  review  their  names,  knew  nothing 
about  the  refregerator  industry,  and  to  be  there  to  add  anything  he 
could  to  the  story  and  give  them  the  facts  against  which  they  might 
make  the  decisions. 

That  is  what  he  Avas  there  for.  That  is  the  function  he  performed. 
The  differences  that  may  have  been  developed  at  the  two  meetings 
that  Mr.  Guthrie  speaks  of  are,  as  far  as  I  am  concerned,  hearsay, 
because  I  attended  neither  of  them,  but  I  can  and  do  again  specifically 
deny  that  I  ever  told  Mr.  Guthrie  that  Mr.  Evans  was  to  be  per- 
mitted to  draw  the  order  or  specify  the  terms  of  the  order.  That  is 
an  untrue  statement.  I  have  said  it  before  and  I  shall  be  glad  to 
say  it  again. 

Senator  Ball.  Did  you  say  anything  that  might  have  given  him 
that  impression? 

Mr.  Reed.  No,  sir;  I  did  not.  What  I  said  to  him  was  very  clear, 
and  Mr.  Evans  was  sitting  with  me  in  the  room  at  the  time.  He  had 
just  come  in  and  reported  on  the  results  of  the  initial  conference,  and 
he  said  he  thought  there  ought  to  be  another  meeting.  He  didn't  think 
the  matter  had  been  completely  covered,  that  further  facts  were  being 
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gathered  together  in  the  interim  and  that  he  feh  the  decision  had  been 
exceedingly  immature,  and  he  said  he  thought  there  should  be  another 
meeting.  I  called  Mr.  Guthrie  and  passed  that  word  on  to  him  and 
said  I  thought,  in  view  of  Mr.  Evans'  recommendation,  that  they  should 
have  another  meeting  and  consider  again  any  new  facts  that  had  been 
developed  and  review  the  matter  for  a  second  time. 

As  I  pointed  out,  this  all  happened  within  a  matter  of  4  days.  Mr. 
Evans  was  only  here,  I  think,  4  or  5  days  all  together,  and  the  total 
difference  between  them  was  only  a  few  weeks,  you  see.  There  wasn't 
any  major  difference  of  opinion. 

Senator  Ball.  The  major  difference  was  not  on  the  stop  order  but 
on  the  appeals  proceeding  which  Mr.  Evans  suggested. 

Mr.  Reed.  That  is  one  of  the  points  that  was  discussed,  and  I  notice 
Mr.  Guthrie  quoted  me  yesterday  in  his  statement  to  the  committee 
as  having  viewed  favorably  a  generous  appeal  procedure,  or  something 
of  that  sort.  That  isn't  a  true  statement,  either.  I  never  said  any- 
thing of  the  kind,  nor  do  I  favor  or  disfavor  any  procedure. 

The  Chairman.  Mr.  Henderson  protested  that  appeal  procedure. 

Mr.  Reed.  Yes.  As  I  tried  to  explain  elsewhere,  there  are  two  ways 
of  converting  an  industry.  Both  techniques  have  been  utilized,  and 
it  depends  a  little  on  the  conditions  in  the  industry  which  technique 
is  the  better  one.  One  is  to  shut  that  industry  down  almost  immedi- 
ately with  a  shut-off  order,  when  you  know  perfectly  well  at  the  time 
that  you  do  it  that  the  war  effort  is  not  going  to  be  well  served  or  effec- 
tively forwarded  by  your  sticking  to  that  date.  In  other  words,  you 
know  that  it  is  going  to  interfere  with  war  production  for  you  to  do 
that,  but  you  do  it  in  order  to  shock  the  industry,  let  us  say,  as  in 
months  gone  by  they  felt  it  might  do  them  good  to  have  a  quick  shut- 
off,  and  you  do  it  for  the  psychological  benefit  and  effect,  and  you  know 
at  the  same  time  that  they  will  come  in  with  cases  which  will  be  per- 
fectly sound  and  appropriate  against  which  you  will  grant  these  ap- 
peals for  a  limited  time  and  permit  that  company  or  this  company  to 
carry  on  for  X  weeks  or  months. 

That  is  one  technique.  The  other  is  to  study  the  matter  much  more 
carefully,  to  get  your  whole  story,  decide  how  many  of  the  normal 
peacetime  units,  how  much  of  the  normal  peacetime  production  of  that 
industry  you  have  to  have,  anyway,  for  the  Army  or  the  Navy  or  for 
hospitals  or  for  essential  civilian  uses  or  for  export.  Having  deter- 
mined that,  you  fix  a  date  which  you  are  reasonably  satisfied  you  can 
stick  to,  and  you  then  issue  the  order.  The  language  is  the  same  in 
both  cases.  You  issue  the  order,  knowing  perfectly  well  that  there 
will  not  be  meritorious  appeals  to  be  presented  to  you  on  those  bases. 
Those  are  the  two  techniques  and  that  is  all  we  are  talking  about. 

Senator  Ball.  I  would  like  to  go  a  little  more  into  this  idea  of  a 
policy  on  conversion.  It  seems  to  me  that  the  order  you  read  tells 
them  that  is  part  of  their  job,  but  as  far  as  writing  dow^n  policy  as 
to  how^  they  shall  go  about  it,  I  don't  think  it  measures  up  to  that. 
Has  there  ever  been  a  policy  as  to  how  they  shall  handle  inventories 
on  hand,  goods  in  process? 

Mr.  Reed.  There  have  been  a  number  of  written  statements  to  the 
branches  and  to  the  branch  chiefs  outlining — you  mean  specifically 
the  procedures  whereby  they  convert  an  industry;  is  that  what  you 
mean  ? 

Senator  Ball.  Yes. 
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Mr.  Reed.  Yes ;  that  has  been  done.  I  was  glancing  over  the  min- 
utes of  one  of  our  staff  meetings  in  January  or  early  February,  in 
which,  in  a  statement  I  made,  I  indicated  a  procedure  that  might  be 
followed.  We  were  feeling  our  way.  .  We  know  more  today  than 
we  did  60  days  ago,  a  great  deal  more,  about  how  to  convert  an 
industry.  I  have  a  man  who  is  spending  all  of  his  time  on  that; 
Mr.  W.  B.  Murphy,  one  of  my  special  assistants,  is  doing  nothing 
else  but  studying  this  matter  of  quick  and  effective  conversion.  You 
have  to  have  something  to  convert  to.  You  can't  say,  "This  industry 
is  hereby  converted."  You  have  to  some  way  put  that  industry  and 
its  available  facilities  and  tools  into  touch  and  into  contact  Avith  the 
right  people  in  the  services,  with  the  people  who  need  the  kind  of 
thing  that  industry  can  produce;  and  I  can  assure  you  it  is  not  a 
simple  job  or  a  job  that  can  be  done  in  broad  formula.  It  requires 
hours  and  hours  of  detailed  immediate  step-by-step  discussions.  As 
we  go  to  the  industries,  industry  by  industry,  converting  them,  the 
first  step  is  to  bring  in  one,  two,  or  three  absolutely  top  production 
people  from  that  industry  wlio  know  the  companies,  who  know  the 
facilities,  who  know  the  machines,  the  capacity,  the  normal  peace- 
time output.  They  know  what  war  orders  are  currently  on  their 
books.  They  know  what  prime  and  subcontracts  are  there,  and  with 
that  as  a  beginning  they  study  all  the  other  companies  in  the  indus- 
try so  they  have  the  whole  works,  and  we  then  bring  in  and  put 
them  into  touch  with  the  individuals  in  the  procurement  arms  of  the 
Services,  and  we  find  things  that  are  needed  that  these  tools  can  make. 
Gradually  we  are  speeding  it  up,  we  are  learning  the  know-how, 
and  it  is  gaining  real  momentum,  but  it  has  been  a  matter  of  cut 
and  try. 

We  started  out  and  made  some  bad  errors.  We  called  in  50  men 
from  an  industry  and  invited  members  of  the  Army  and  Navy  and 
the  Air  Force  to  attend  that  meeting,  and  we  tried  in  that  way  to 
bring  them  together,  but  it  was  a  town  meeting  and  nothing  ever  hap- 
pened. Even  though  we  endeavored,  in  the  afternoon,  to  schedule 
specific  meetings,  it  didn't  work.  We  had  to  back  away  and  try 
something  else. 

So  the  policy,  the  objective,  is  clear.  The  specific  mechanisms  by 
which  that  shall  be  accomplished  are  still  in  process  of  development 
but  they  are  well  along  and  \ve  have  already  made  very  substantial 
progress  in  converting  a  good  many  industries. 

Senator  Ball.  Hadn't  the  old  6.  P.  M.  considered  the  possibility 
that  we  might  be  drawn  into  this  war  during  1941  and  made  a  few 
plans  and  studies  as  to  wliat  was  tlie  best  method? 

Mr.  Reed.  I  have  no  doubt  they  had ;  yes. 

Senator  Ball.  You  came  into  this  set-up  on  January  5,  is  that 
correct  ? 

Mr.  Reed.  Into  this  particular  job  that  I  now  have.  I  came  into 
the  Office  of  Production  Management  more  than  a  year  ago,  in  the 
Priorities  Division.  I  was  with  Mr.  Stettinius  for  a  number  of 
months,  and  then  I  moved  over  into  the  Materials  Division  where  I 
handled  a  number  of  materials. 

Senator  Ball.  Hadn't  they  made  any  studies?  You  say  you  assume 
they  had.  Some  of  these  came  along  pretty  late — some  of  these  con- 
version orders — in  March  and  April. 
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Mr,  Reed.  Of  course,  there  were  definite  programs,  as  you  know, 
Senator.  There  were  programs.  At  any  given  moment,  there  was  a 
program  they  were  working  to,  and  you  will  also  find  by  consulting 
the  record  that  before  that  program  was  set  in  the  sense  that  orders 
were  placed,  facilities  were  provided,  flow  of  raw  materials  and 
labor  were  there,  there  would  be  another  program  and  you  would  be 
continually,  every  month,  lifting  your  sights. 

Senator  Ball.  That  happened  all  through  1941. 

Mr.  Reed.  It  happened  all  through  1941. 

Senator  Ball.  Didn't  O.  P.  M.  begin  to  get  the  idea  that  they  haa 
their  sights  pretty  low  and  they  had  better  prepare  for  further  expan- 
sions during  194i  and  make  some  definite  plans  as  to  just  what  type 
of  war  material  a  given  industry  could  convert  to  and  how  it  could 
best  be  accomplished  ? 

Mr.  Reed.  Yes;  a  great  deal  of  that  was  done,  and  a  great  many 
contracts  were  actually  let  during  that  period,  as  you  know.  The 
great  and  final  impetus  came  with  the  victory  program,  which  was 
beyond  the  conception,  as  far  as  I  am  concerned,  of  anybody  in  this 
room  or  in  this  country.  That  made  it  clear,  if  there  had  ever  been 
any  doubt  about  it,  that  new  facilities,  all  we  could  get  of  them, 
wouldn't  do  this  job,  that  all  of  the  existing  facilities  currently  being 
employed  on  war  work  couldn't  do  this  job,  that  it  was  going  to 
require  the  conversion  of  factories  which  were  not  well  adapted, 
inherently,  to  war  work,  that  weren't  properly  located,  that  their 
space  wasn't  arranged  right,  the  tools  weren't  the  most  effective  tools, 
they  were  shy  on  many  tools ;  so  it  was  a  question  of  getting  well  down 
into  the  type  of  structure  that  wasn't  best  adapted  and  wouldn't  be 
selected  first  for  war  work,  with  a  broad  realization  that  we  had  to 
cut  deep  and  go  far,  not  only  to  save  these  materials  that  must  be 
saved  for  war  work,  but  to  convert  industries  currently  operating  on 
civilian  products. 

Senator  Ball.  But  it  seems  to  me  if  that  kind  of  a  study,  for  in- 
stance, had  been  made  of  the  refrigerator  industry,  which  has  only 
about  14  major  manufacturers,  as  I  understand,  that  there  was  no 
particular  reason  for  delaying  that  conversion  order  until  February 
14.     After  all.  Pearl  Harbor  was  December  7. 

Mr.  Reed.  Senator,  you  have  to  convert  to  something.  There 
weren't  orders  for  those  refrigeration  manufacturers.  The  great  ap- 
propriations, the  great  ordering  that  has  been  done  here,  have  been 
done  since  December. 

Senator  Ball.  Congress  had  certainly  appropriated  enough  bil- 
lions before  that.  What  had  happened  to  them?  Were  they  just 
bottlenecked  in  getting  contracts  through?  Was  that  the  bottleneck 
that  slowed  down  this  conversion? 

Mr.  Reed.  That  is  beyond  my  realm  of  responsibility. 

Senator  Ball.  You  have  told  us  that  was  part  of  the  conversion 
job,  to  see  that  they  had  something  to  convert  to.  Is  that  what 
slowed  it  down? 

Mr.  Reed.  No;  since  January  the  orders  have  flowed  out  very  rap- 
idly from  all  arms  of  the  service  in  enormous  quantities. 

Senator  Ball.  And  you  have  had  no  trouble  since  January  When 
you  take  an  industry,  such  as  radios  or  refrigerators,  and  say,  "You 
have  to  go  completely  into  war  work,  with  maybe  a  little  essential 
civilian  supply,"  you  have  had  no  trouble  in  seeing  that  the  contracts 
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were  negotiated  in  time  so  that  they  could  have  an  eiRcient  switch- 
over ? 

Mr.  Reed.  The  difficulties  are  exclusively  in  the  technical  field; 
that  is,  of  finclino;  the  light  product  to  make  in  particular  facilities 
that  you  have.  Our  job  is  to  see  that  what  the  Government  needs, 
what  the  militarj^  requires  is  matched  with  facilities  to  produce  it, 
and  the  great  difficulty  has  been  in  finding  the  right  kind  of  operating 
production  technicians  and  putting  them  in  touch  with  exactly  the 
right  people  in  the  procurement  arms  of  the  military,  and  getting 
them  together.  We  are  simply  a  catalytic  agent  in  the  War  Produc- 
tion Board.  We  haven't  any  money  to  spend,  we  can't  place  orders, 
and  our  job  is  to  act,  as  I  say,  as  a  catalyst  between  the  buj^er  and 
the  manufacturer. 

Senator  Ball.  That  is  what  I  am  getting  at.  You  didn't  actually 
let  the  contracts.  Your  job  was  to  do  the  planning,  primarily,  and 
to  see  that  these  various  groups,  the  producers  on  the  one  hand  and 
the  departments  letting  the  contracts  on  the  other,  got  together. 

Mr.  Reed.  That  is  right. 

Senator  Ball.  And  at  the  same  time  to  plan  for  this  war  produc- 
tion. It  was  obvious  in  1941  that  they  weren't  going  to  produce 
even  the  programs  then  with  the  facilities  that  were  then  being  used. 

Mr.  Reed.  No;  I  don't  think  that  was  obvious  at  all.  I  don't  think 
there  is  any  question  but  that  the  production  program  of  last  fall 
could  have  been  and  would  have  been  produced  with  the  facilities 
that  wer.e  then  converted  or  waiting  to  be  tooled  up  and  the  new 
plants  that  were  coming  along. 

Senator  Ball.  Why  were  you  able  to  convert  this  huge  automobile 
industry"  so  much  more  raDidlv? 

Mr.  Reed.  Because  it  was  the  first  industry  on  which  conversion 
was  started.  That  started  back  in  July,  you  will  remember.  The  in- 
dustry was  brought  down  to  Washington  and  it  was  brought  clown 
first  because  it  was  the  largest  user  of  these  critical  materials,  and 
therefore  the  logical  one  to  curtail  first.  It  had  been  conditioned  to  it. 
The  branch  had  learned  the  basic  facts.  They  knew  what  could  be  done 
and  what  should  be  done,  and  therefore  they  were  able  to  move 
promptly  into  it  when  the  need  appeared  for  a  complete  and  absolute 
shut-down. 

Senator  Ball.  In  other  Avords,  they  had  been  working  on  it  a  little 
longer  and  the  heat  was  greater. 

Mr.  Reed.  They  had  been  working  on  it  longer  and  knew  more  about 
it  and  the  heat  should  be  there  because  it  was  the  largest  user  of  these 
critical  materials. 

Senator  Ball.  How  about  most  of  these  contracts  that  are  going  to 
the  automobile  companies;  are  they  negotiated  contracts,  cost-plus- 
fixed-fee  ? 

Mr.  Reed.  I  shouldn't  answer  that  because  I  don't  know.  I  haven't 
been  in  between  and  can't  say.  My  impression  is  that  they  are  nego- 
tiated contracts.     I  may  be  wrong  about  that. 

Senator  Ball.  That  is  my  impression,  too,  and  the  reason  I  asked 
was  because  these  conservation  orders  that  you  have  talked  about  that 
were  issued  all  through  '41  and  that  cut  down  on  the  supplies  that  all 
these  various  smaller  metal-working  plants  could  get,  left  them  to  shift 
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pretty  much  for  themselves,  and  they  still  can't  come  in  and  negotiate 
contracts.     They  have  to  bid. 

Mr.  Reed.  Yon  mean  the  smaller  manufacturers? 

Senator  Ball.  Yes. 

Mr.  Eeed.  I  think  you  will  find  that  isn't  so,  Senator. 

Senator  Ball.  I  was  talking  to  one  yesterday  and  he  said  he  had 
been  bidding  down  here  for  3  months. 

Mr.  Reed.  But  there  are  no  rules ;  obviously,  there  could  be  no  rules 
that  permit  negotiating  contracts  with  the  large  automobile  companies 
and  requiring  bidding  by  the  smaller  ones.  That  would  be  undemo- 
cratic and  it  is  unthinkable,  and  I  know  it  isn't  so. 

I  am  informed  quite  recently,  in  the  matter  of  weeks,  perhaps,  cer- 
tainly a  very  few  months,  that  there  has  been  a  substantial  relaxation 
in  the  rules  regarding  letting  of  war  contracts  by  the  Army  and  the 
Navy,  and  they  are  much  freer  now  to  negotiate  than  they  previously 
had  been,  and  that  really  becomes  necessary  because  we  are  using  much 
less  efficient  equipment.  We  are  using  plants  and  tools  that  just  can't 
do  the  job  as  cheaply,  as  quickly,  or  as  well,  and  we  have  to  pay  more 
money  for  that  material. 

Senator  Ball.  They  have  had  the  authority  ever  since  Pearl  Harbor, 
practically,  to  negotiate  contracts  whenever  they  felt  it  was  advisable. 
They  don't  have  to  go  on  a  bid  basis,  but  this  particular  concern  told 
me  that  they  have  been  bidding  on  every  contract,  that  the  policy  of 
the  procurement  set-ups  in  the  Army  and  the  Navy  is  to  award  to  the 
lowest  bidder,  and  then  go  on  up  the  list  until  they  have  got  enough 
capacity  to  supply  their  needs,  and  if  some  fellow  is  trying  to  bid  on 
something  he  has  never  made  before,  and  doesn't  know  what  his  costs 
will  be,  unless  he  puts  in  a  suicide  bid,  the  odds  are  against  him. 

What  I  am  getting  at  is  that  you  put  the  small  concerns  up  against 
that  kind  of  a  gun  in  conversion  by  your  stop  orders,  your  conversion 
orders.  You  are  not  giving  them  any  material  except  for  war  orders, 
and  then  you  make  them  go  up  against  that  kind  of  a  gun  to  get  war 
orders,  whereas  the  big  outfits — your  refrigerator  people  probably  did 
the  same  thing;  certainly  the  automobile  people  have — come  in  and  get 
a  cost-plus-fixed-fee  negotiated  contract.  They  don't  have  to  risk 
economic  suicide  in  order  to  get  into  this  conversion  program. 

Mr.  Reed.  A  great  many  more  contracts,  so  I  am  advised,  have  been 
let  to  smaller  companies  recently.  There  is  no  question  about  it.  Sen- 
ator, there  is  something  in  what  you  say.  The  services,  from  the  be- 
ginning, have  been  inclined  to  deal  with  the  companies  that  they  knew, 
that  all  through  the  years  they  had  been  dealing  with,  that  they  could 
definitely,  by  way  of  background  and  experience,  count  on  to  pro- 
duce the  material,  and  it  has  been  a  job  partly  participated  in  by  the 
larger  manufacturers  themselves  in  consciously  developing  techniques 
for  subcontracting  the  material  out  after  they  had  received  prime  con- 
tracts, but  also  a  job  to  get  other  companies  on  the  list  of  the  War 
and  Navy  and  air  force  people  in  connection  with  direct  prime  con- 
tracts, and  it  is  moving  rapidly.  I  think  you  will  find  a  review  today 
will  show  a  very  different  picture  from  a  review  60  or  90  days  ago. 

Senator  Ball.  It  has  to  move  rapidly  or  a  lot  of  these  small  com- 
panies are  going  to  go  out  of  business. 

To  get  back  to  Mr.  Guthrie,  did  he  and  do  the  other  branch  chiefs 
have  authority  to  choose  their  own  personnel,  or  fire  men,  or  is  that 
subject  to  your  approval? 
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Mr.  Reed.  No,  sir ;  they  have  coriiplete  authority  in  their  own  branch, 
in  their  own  domain. 

Senator  Ball.  In  other  words,  if  Mr.  Guthrie  had  wanted  to  fire  Mr. 
Marriner,  about  whom  he  talked  a  great  deal 

Mr.  Keed  (interposing).  There  wouldn't  have  been  the  slightest 
question  about  it.    I  didn't  know  Mr.  Marriner. 

Senator  Ball.  When  he  came  to  you  February  25,  the  first  time  he 
ever  brought  this  subject  of  conversion  up  to  you  in  a  critical  vein, 
did  he  then  suggest  any  changes  or  talk  over  with  you  any  changes 
in  the  personnel  of  his  branch  ? 

Mr.  Reed.  He  then  indicated  that  he  had  difficulties  with  Mr.  Mar- 
liner,  that  they  hadn't  seen  eye  to  eye,  and  the  same  applied  to  Mr. 
Walton  in  the  branch,  and  peihaps  one  or  two  others  I  have  forgotten. 
But  even  then  he  didn't  suggest  that  he  wanted  to  or  that  I  lielp  him 
in  removing  those  people  from  the  payroll.  Even  then  he  didn't  sug- 
gest it.  Always  w^e  are  having  disagreements.  My  goodness,  working 
under  the  tremendous  pressures  we  do  over  there,  with  tempers  pretty 
thin,  every  day  there  will  be  a  personality  conflict.  There  will  be 
personal  chemistries  that  aren't  quite  riglit  and  discussions  and  heated 
words,  but,  my  goodness,  that  is  something  you  have  to  expect  in  this 
kind  of  war  effort  to  carry  on  with.  There  was  no  indication  that 
Mr.  Guthrie's  relations  with  Mr.  Marriner,  from  what  he  told  me, 
in  any  event,  were  not  such  that  he  was  not  on  top  of  it  and  could 
handle  it. 

Senator  Ball,  So  far  as  you  were  concerned,  he  had  complete  au- 
thority to  fire  anyone  in  his  branch  whom  he  felt  couldn't  fit  into  the 
organization  ? 

Mr.  Reed.  Yes,  sir.  My  attitude  is  this.  Each  of  my  branch  chiefs 
I  am  holding  responsible  for  their  job,  that  is,  the  job  as  outlined 
in  that  administrative  divisional  order  No,  2,  which  yoji  have  seen. 
If  I  am  going  to  hold  him  responsible,  I  have  to  give  him  authority. 
They  are  completely  entitled  to  surround  themselves,  subject  only  to 
the  over-all  rules  of  the  organization,  and  to  recruit  the  kind  of  per- 
sonnel that  they  want,  the  number  that  they  want,  and  I  will  judge 
them  by  the  results.  If  the  results  aren't  good,  they  will  go  out.  If 
they  perform,  that  is  all  I  ask  for. 

Senator  Ball.  I  was  just  going  to  come  to  that.  How  many  have 
gone  out  ? 

Mr.  Reed.  What  ? 

Senator  Ball.  How  many  have  gone  out  ? 

Mr.  Reed.  There  have  been  some.  I  can't  tell  you  how  many  have 
gone  out  because  I  don't  know.  I  wouldn't  know  if  a  branch  chief  let 
a  man  go  tomorrow.     It  would  never  come  to  my  desk. 

Senator  Ball,  Have  you  fired  any  branch  chiefs  ? 

Mr,  Reed.  Have  I  ?     Yes,  sir. 

Senator  Ball.  How  many  ? 

Mr.  Reed.  How  many? 

Senator  Ball.  Yes. 

Mr.  Reed.  Well,  I  have  applied  for  changes,  I  can  think  right  off 
the  bat,  for  three.     I  hope  you  won't  ask  me  who  they  are. 

Senator  Ball.  To  get  back  to  this  policy  thing,  here  you  say  that 
there  had  been  numerous  written  directives  going  down  to  branch 
chiefs  covering 
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Mr.  Reed  (interposing).  By  "numerous"  I  don't  mean  that.  I  mean 
that  there  have  been — I  can  think  of  two  in  addition  to  this  admin- 
istrative order. 

Senator  Ball.  Which  simply  tells  them  that  that  is  a  major  respon- 
sibility  

Mr.  Reed  (interposing).  And  giving  the  specific  technic  and  telling 
him  how  to  do  it,  and,  step  by  step,  the  kind  of  approaches. 

Senator  Ball.  Not  in  the  paragraphs  you  read. 

Mr.  Reed.  No.     I  think  Mr.  Clark  has  a  memorandum  of  that. 

Senator  Ball.  Have  you  supplied  written  directives? 

Mr.  Reed.  Which  gives  more  machinery  and  mechanism  and  pro- 
cedure. 

Senator  Ball.  Which  gives  more  of  the  policy.  How  about  this 
carpet  industry?  Did  Mr.  Guthrie  ever  present  to  you  his  ideas 
about  putting  the  carpet  looms  to  work  producing  cotton  duck  so  as 
to  release  some  of  the  cotton  looms  for  essential  civilian  use  or  what- 
ever needed  it  most  ? 

Mr.  Reed.  I  don't  recall  having  had  any  discussions  with  Mr.  Gutlirie 
on  the  subject  of  the  carpet  industry  or  its  conversion  problems  that 
1  recall  clearly  enough  to  make  a  statement  here.  I  do  recall  the 
mention  of  them.  I  recall  the  fact  that  they  were  unable  to  get  mate- 
rials and  that  they  were  terribly  curtailed  and  would  probably  go  dow^n 
and  out.  Mr.  Guthrie's  view  at  that  time  was  that  there  was  no  way 
of  saving  them  and  that  he  had  so  advised  them  that  they  would  prob- 
ably go  down  and  out  and  could  not  be  converted.  Today,  as  you  know, 
ways  have  been  found  of  utilizing  the  carpet  industry  as  a  very  large 
producer  of  duck. 

Senator  Ball.  Are  you  pretty  well  satisfied  with  the  rate  at  which 
this  conversion  of  metal-working  industries  from  civilian  to  war  has 
been  done?  , 

Mr.  Reed.  I  think  the  conversion  program  as  a  whole  is  moving 
rapidly,  and  I  think  we  know  it  is  moving  in  the  right  direction.  I 
shall  never  be  satisfied,  Senator. 

Senator  Ball.  We  know  it  is  moving  rapidly  now,  but  there  seems 
to  have  been  a  hiatus  between  December  7  and  about  the  last  of  Janu- 
ary. 

Mr.  Reed.  Well,  there  wasn't,  really.  It  is  like  this  tooling-up  proc- 
ess. It  takes  time  to  get  going.  If  we  could  review  with  you  the 
agenda  of  meetings  and  discussions  and  plans  that  were  laid  as  a  result 
of  which  this  flowering  that  you  now  begin  to  feel  and  see  is  before  us. 
I  think  we  could  convince  you  that  that  wasn't  so.  Surely  after  Pearl 
Harbor,  nobody  could  have  been  quiescent.     We  were  active  as  beavers. 

Senator  Ball.  No;  but  I  gatlier  that  there  were  no  very  effective 
plans  developed  before  Pearl  Harbor  for  conversion,  that  these  branch 
chiefs  to  that  extent  had  fallen  down  on  the  job.  Perhaps  tliey  had 
been  so  busy  with  the  program  they  were  building  that  they  had  over- 
looked planning  for  something  that  might  be  tougher.  But  the  fact 
is  that  you,  on  a  great  many  of  these  civilian  industries,  had  to  develop 
your  plans  for  conversion,  your  procedure,  and  your  technique,  after 
Pearl  Harbor. 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Senator  Burton  ? 

Senator  Burton.  Mr.  Reed,  from  your  description  of  the  difficulties 
in  the  executive  offices,  this  must  be  a  kind  of  relaxation  over  here. 


INVESTIGATION   OF   THE   NATIONAL   DEFENSE    PROGRAM     5007 

We  are  confronted  with  an  extraordinary  diiRcnlty  here  in  trying 
to  serve  the  best  interests  of  everybody  concerned  due  to  the  conflict  of 
testimon3\  Therefore,  I  hope  you  will  understand  when  I  go  over 
some  of  the  testimony  given  yesterday,  that  I  am  asking  you  to 
clarify  our  minds  on  this  conflict  because  we  must  resolve  the  conflict 
in  some  way. 

Mr.  Reed.  Quite  right. 

CONSERVATION  OF  WOOL  PROGExVM 

Senator  Burton.  Therefore,  first  of  all,  I  would  like  to  have  your 
comments  as  I  go  through  this  recital  of  yesterday,  with  regard  to  the 
wool  situation,  taking  this,  for  example.  This  is  the  testimony  taken 
now  from  Mr,  Guthrie  ^  : 

Without  controlled  or  mandatory  blending  we  faced  the  risk  therefore  not  only 
of  a  serious  shortage  of  civilian  wool  products,  but  also  that  any  such  products 
made  would  use  in  part  more  wool  and  part  less  wool  than  is  necessary  to  provide 
needed  warmth ;  in  either  case  wool  would  be  wasted.  For  these  reasons  man- 
datory blending  has  appeared  to  me  to  be  one  of  the  most  acute  conservation 
needs' in  the  textile  field.  I  directed  that  an  order  be  drafted  allocating  rayon 
staple  fibre  to  the  worsted  industry,  and  I  asked  Mr.  Marriner  to  give  consider- 
ation to  provision  in  the  second  quarter  order  for  some  kind  of  mandatory  blend- 
ing. The  Labor  and  Civilian  Supply  Divisions  and  the  Bureau  of  Industrial 
Conservation  recommended  this  very  strongly. 

Mr.  Marriner  then,  as  always,  expressed  his  opposition  to  any  kind  of  manda- 
tory blending.  He  has  since  said  that  he  opposed  only  what  he  calls  "industry- 
wide" blending,  under  which  fixed  percentages  of  substitute  fibres  would  be  re- 
quired in  all  fabrics  produced  by  the  industry,  a  plan  which,  so  far  as  I  know, 
was  proposed  by  no  one.  He  took  the  position  that  the  mills  would  do  a  good 
job  themselves,  without  control,  saying  that  anyway  he  thought  we  had  no  busi- 
ness sitting  in  Washingtor  like  commissars,  telling  the  mills  how  to  run  their 
business.  He  took  this  position  very  strongly,  and  with  considerable  hostility, 
and  made  it  plain  that  he  was  not  disposed  to  take  any  action,  whatever,  I  might 
say.  At  the  same  time  I  was  receiving  definite  indications  of  lack  of  support 
from  Mr.  Reed. 

Could  you  comment  on  that  testimony  at  that  point  ? 

Mr.  Reed.  On  that  particular  statement? 

Senator  Burton.  Well,  I  brought  it  up  to  that  point,  where  he  had 
a  definite  policy,  Mr.  Marriner  disagreed,  and  you  apparently  sided 
with  Mr.  Marriner. 

Mr.  Reed.  I  would  like  to  make  a  statement  on  that. 

Senator  Burton.  All  right. 

Mr,  Reed.  As  I  said  a  moment  ago,  Soiator  Burton,  the  only  con- 
tacts that  I  had  on  any  subject  involving  the  textile  industry  up  until 
at  least  February  25  were  with  the  Chief  of  the  Textile  Branch  itself, 
Mr,  Guthrie.  I'did  attend  one  meeting  in  his  office  primarily  to  meet 
the  key  members  of  his  stafl",  at  which  a  general  discussion  on  the 
subject  of  wool  was  had,  and  I  listened  to  that  with  great  interest.  No 
conclusions  were  reached,  Difi'erences  of  opinion  Avere  expressed 
around  the  room.  There  was  no  heat.  Civilian  supply,  labor,  various 
members  of  the  branch,  and  Mr.  Guthrie  were  all  there.  The  statis- 
tical representative  was  there.  They  reached  no  agreement,  and  were 
sent  back  to  make  further  studies  and  to  come  in  with,  if  they  could,  a 
more  definite  recommendation. 

The  second  quarter  wool  order  was  signed  by  Mr.  Guthrie.  It 
couldn't  have  gone  to  the  so-called  clearance  committee  had  it  not  been 


1  Supra,  p.  4961. 


5038     INVESTIGATION   OF   THE    NATIONAL    DEFENSE   PROGRAM 

signed  by  liim.  He  indicates  there  that  the  wool  order  went  to  the 
clearance  committee  withont  a  provision  for  mandatory  blending  be- 
cause he  had  then  felt  lack  of  support  as  far  as  I  was  concerned  in  his 
position.  I  had  no  notion  what  his  position  was.  I  had  never  dis- 
cussed it  with  him.  I  had  never  discussed  it  with  Mr.  Marriner,  and 
this  was  before  February  25,  when  I  did  learn  of  the  demoralized 
condition  in  his  branch  and  promptly  called  him  in  to  discuss  it 
with  him. 

The  second  quarter  order  was  objected  to  not  by  Mr.  Guthrie,  who 
had  signed  it,  indicating  approval  of  the  Chief  of  the  Branch,  but  by 
labor,  wdio,  when  the  order  had  been  cleared  with  the  clearance  com- 
mittee and  was  about  to  be  issued,  went  to  Mr.  Knowlson,  who  is  the 
general  director  of  the  Division,  including  priorities  as  well  as  our 
Bureau,  and  at  that  time  they  had  these  discussions  which  resulted 
in  a  letter  being  sent  to  the  industries  quite  recently  warning  them 
that  mandatory  blending — or  asking  them  to  set  forth  their  programs 
for  mandatory  blending  for  the  third  and  fourth  quarters. 

Senator  Burton.  Just  let  me  get  it  clear.  Mr.  Guthrie  was  in  favor 
of  mandatory  blending? 

Mr.  Reed.  So  he  now  testifies. 

Senator  Burton.  Mr.  Marriner  was  opposed  to  mandatory  blending? 

Mr.  Reed.  Mr.  Marriner  will  deny  that.  It  is  apparently  a  very 
complicated  subject.  I  am  not  qualified  to  talk  about  it.  I  really 
think  that,  in  justice  to  Mr.  Marriner,  he  should  be  invited  to  make 
a  statement  here  before  any  member  of  this  committee  accepts  the 
statements  made  by  Mr.  Guthrie.  I  cannot  adequately  represent  Mr. 
Marriner  in  the  technical  aspects  of  this  matter. 

Senator  Burton.  The  impression  we  would  get  from  the  testimony 
which  I  read  would  be  that  Mr.  Guthrie  was  in  favor  of  it ;  Mr.  Mar- 
riner, his  subordinate,  was  opposed  to  it ;  and  Mr.  Reed,  yourself,  his 
superior,  was  supporting  Mr.  Marriner  rather  than  himself.  You  say 
that  is  not  the  situation. 

Mr.  Reed.  That  is  the  impression  you  certainly  and  definitely  would 
get  from  reading  the  testimony.  That  is  not  the  situation.  I  did  not 
know  what  Mr.  Guthrie's  position  was.  I  did  not  know  what  Mr. 
Marriner's  position  was.  I  was  never  asked  to  favor  or  take  any  posi- 
tion with  reference  to  either  of  those  gentlemen. 

Senator  Burton.  Now  then,  picking  it  up  from  there.  I  am  still 
reading  from  Mr.  Guthrie's  testimony  now  so  we  can  carry  this 
through.^ 

At  the  same  time  I  was  receiving  definite  indication  of  lack  of  support  from 
Mr.  Reed. 

You  deny  that  ? 

Mr.  Reed.  If  he  was,  they  were  indications  of  which  I  was  uncon- 
scious, Senator. 

Senator  Burton.  His  next  stentence  is,  "Because  of  this" — meaning 
the  lack  of  support  from  Mr.  Reed — "the  second  quarter  order  was 
drafted  without  any  provision  for  mandatory  blending.  The  Labor 
Division  was  not  satisfied" — indicating  that  the  Labor  Division  was 
in  favor  of  mandatory  blending. 

Mr.  Ri'JED.  Yes,  yes ;  exactly. 

»  Supra,  p.  4961. 
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Senator  Burton  (reading) ^: 

Its  representative  on  the  clearance  committee,  Mr.  Lester,  took  the  matter  to 
Mr.  Knowlson,  and  Mr.  Knowlson,  in  a  meeting  with  Mr.  Eiseman,  Mr.  Lester 
and  Mr.  Doherty,  gave  a  directive  to  the  Brancli  to  commit  itself,  at  the  time  of 
the  issuance  of  the  order  on  February  25,  to  a  program  for  mandatory  blending 
in  the  second  quarter,  or  as  soon  thereafter  as  possible. 

Now,  at  that  point,  Mr.  Knowlson,  stepping  in  from  above  yourself, 
is  supporting  the  mandatory  blending,  I  take  it. 

Mr.  Keed.  I  again  think  you  ought  to  ask  Mr.  Knowlson  about  that. 
The  Chairman.  He  will  be  here  tomorrow  and  we  will  ask  him. 
Mr.  Reed.  Good. 
Senator  Burton  (reading)  -: 

This  commitment  was  made  in  the  form  of  a  statement  released  with  the  wool 
order  in  which  we  said  that  we  would  shortly  requc  st  the  mills  to  submit  blending 
programs ;  the  statement  also  said  that  on  the  ba.sis  of  these  programs  and  other 
information  a  mandatory  blending  order  would  be  issued  to  apply  to  all  fabrics 
delivered  after  September  15. 

Now,  "Despite  this  clear  instruction  and  the  commitment  contained 
in  the  statement,  Mr.  Marriner  refused  to  request  the  mills  to  submit 
programs."   Have  you  any  comment  at  that  point? 

Mr.  Reed.  Yes;  that  isn't  an  accurate  statement.  He  later  points 
out  that  a  letter  has  now  gone  out.  There  again  I  don't  feel  that  I 
am  adequately  representing  the  branch  in  what  I  say,  but  I  know 
this  much,  that  had  a  letter  gone  out  promptly,  immediately  after 
that  conference,  no  useful  purpose  would  have  been  served  by  that, 
because  that  was  just  before  the  opening  of  bids  on  an  enormous 
scale;  many  millions  of  dollars  of  orders  were  to  be  placed  by  the 
military  with  the  mills,  and  as  a  result  of  that,  now  and  subsequently, 
the  letter  has  gone  out,  so  that  the  mills  can  indicate  what  their 
programs  are  and  can  plan  intelligently  for  their  blending  programs 
beginning  not  in  September,  as  was  indicated  I  think  there,  but  in 
July,  as  I  understand  it. 

Senator  Burton.  Then  just  let  me  read  the  rest  of  that  paragraph 
and  then  pick  up  from  February.    The  rest  of  this  paragraph  says  ^ : 

A  week  after  the  issuance  of  the  statement,  Mr.  Marriner  informed  Mr. 
Doherty— 

who  was  Mr.  Guthrie's  assistant — 

that  the  letters  had  not  been  sent  out  because  in  the  first  place  he  considered  that 
the  supply  of  wool  was  ample,  in  the  second  place  he  thought  the  mills  could 
be  relied  upon  to  do  a  satisfactory  job  without  control  and  in  the  third  place 
he  proposed  to  wait  until  the  situation  in  the  branch  had  been  corrected  before 
doing  anything.  By  that  it  seemed  clear  to  me  that  he  meant  pressure  was 
already  being  brought  to  get  rid  of  me  as  chief  of  the  textile  part  of  my  branch. 

Now — * 

Early  in  February,  I  reported  to  Mr.  Reed  that  I  thought  Mr.  Marriner  should 
be  replaced  because  of  his  persistent  dragging  of  his  feet  on  the  conservation 
and  conversion  problems.  About  2  weeks  after  the  issuance  of  the  second 
quarter  wool  order  (issued  February  25)  Mr.  Houghton,  Mr.  Reed's  deputy, 
informed  me  that  I  was  being  relieved  of  the  supervision  of  the  textile  indus- 
tries including  the  wool  industry. 

Now,  would  you  comment  on  that,  because  it  brings  up  the  point 
to  which  Senator  Ball  was  referring.     As  we  gathered  from  this 

1  Supra,  pp.  4961-4962. 
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testimony  of  Mr.  Guthrie,  Mr.  Guthrie  wanted  to  get  rid  of  Mr. 
Marriner,  reported  the  fact  to  you  and  did  not  get  tlie  cooperation 
which  he  sought  and  therefore  Mr.  Marriner  was  not  removed. 

Mr,  Reed.  That  isn't  true.  Mr.  Guthrie  never  asked  me  or  told 
me  that  he  wanted  to  get  rid  of  Mr.  Marriner,  and  he  knows  it. 

Senator  Burton.  Then  let  me  read  this  paragraph  and  get  your 
comment  on  that  ^ : 

The  direction  of  the  wool  program  thus  remains  in  the  hands  of  a  man  who 
has  consistently  opposed  drastic  action  to  conserve  wool ;  who  stated  in  the 
presence  of  several  members  of  the  Textiles  Branch  that  he  was  in  Washington 
to  represent  his  company  and  the  woolen  industry ;  who  reported  to  a  con- 
gressional committee  only  3  wrecks  ago  that  a  shortage  of  wool  positively  did 
not  exist,  despite  the  fact  that  according  to  his  own  testimony,  our  assured 
supplies  of  wool  will  fully  clothe  an  army  no  larger  than  3,600,000  men,  and 
only  through  1943,  without  any  allowance  whatever  for  civilian  requirements 
and  without  allowing  a  pound  for  the  requirements  of  our  Allies.  This  would 
leave  civilians  in  the  same  position  with  respect  to  wool  that  they  are  in  with 
respect  to  rubber.  Moreover,  if  a  larger  sized  army  is  to  be  supplied,  Mr. 
Marriner  says,  the  military  specifications  for  woolen  fabrics  will  have  to  be 
adapted  to  the  available  wool  and  waste  supply.  This  means  shoddy  garments 
for  soldiers,  while  well-to-do  civilians  are  allowed  to  buy  unadulterated,  100 
percent  virgin  wool  garments. 

And  if  accumulation  against  the  day  of  shortage  has  been  a  good  policy  for 
civilians,  it  would  have  bien  a  still  better  policy  for  the  Government.  Mr.  Reed 
apparently  thought  that  Mr.  Marriner  was  right  and  that  I  was  wrong  on  these 
issues. 

Do  you  have  any  comment  on  those  raiht^r  drastic  and  severe 
charges  against  Mr.  Marriner,  who  is  still  with  the  organization? 

Mr.  Reed.  Yes;  that  is  why  I  feel  Mr.  Marriner  should  be  invited 
to  make  a  statement  here.  AH  of  it  is  hearsay  so  far  as  I  am  con- 
cerned. As  I  have  told  you,  I  never  sat  in  wdth  any  of  these  discus- 
sions between  Mr.  Marriner  and  Mr.  Guthrie  or  between  Mr.  Marriner 
and  Mr.  Doherty.  Accordingly,  for  me  to  say  he  did  or  didn't  say  one 
thing  or  other,  would  not  only  be  inappropriate  but  of  no  value  to 
you.  From  my  observation  of  Mr.  IVIarriner,  I  regard  him  to  be  an 
honest,  earnest,  intelligent  person.  He  may  not  be  as  patient  as  he 
might  be  and  perhaps  he  isn't;  and  Avith  a  young  man  named  Mr. 
Doherty,  I  think  probably  he  wasn't,  at  times  at  least,  as  careful  and 
as  attentive  and  patient  as  he  should  have  been,  Mr.  Doherty  bfiing 
then  between  Mr.  Guthrie  and  Mr.  Marriner.  And,  I  think  that 
most  of  these  discussions  that  you  find  stated  there  were  actually  dis- 
cussions, according  to  my  information,  with  Mr.  Marriner,  not  with 
Mr.  Guthrie  at  all,  but  between  Mr.  Doherty  and  Mr.  Marriner.  I 
think  Mr.  JNIarriner  is  entitled  to,  in  view  of  the  serious  charges  made 
against  him,  be  invited  here  and  to  be  given  an  opportunity  to  make 
a  statement.  My  observations  of  Mr.  INIarriner  are  sucli  that  I  feel  he 
is  an  intelligent,  patriotic,  qualified  individual,  who  has  by  no  means 
lost  sight  of  the  fact  that  we  are  at  war,  that  our  first  job  is  to 
conserve  and  to  produce  for  war.  I  think  that  any  suggestion  to  the 
contrary  is  not  so. 

Senator  Burton.  Then  spealdng  as  a  superior  officer  of  both  Mr. 
Guthrie  and  Mr.  Marriner,  I  take  it,  that  you  are  saying  that  now 
you  feel  satisfied  with  the  progress  that  has  been  made  in  the  wool 
conservation  and  the  wool  industries,  and  that  you  feel  satisfied  with 
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the  personnel,  including  Mr.  Marriner,  that  remains  in  the  Textile 
Division,  including  that  wool  section  ? 

Mr.  Reed.  I  am  never  satisfied.  Senator,  in  times  like  these  and 
I  have  told  all  of  my  people  that  whatever  the  job  we  are  doing, 
it  isn't  enough.  That  we  aren't  satisfied.  We  can't  be.  As  far  as 
the  personnel  is  concerned,  I  have  every  reason  to  believe  that  the  per- 
sonnel is  able  and  efficient  and  I  have  no  suggestions  and  contemplate 
no  changes  in  it. 

CONVERSION  OF  COTTON-TEXTILE  INDUSTRY'S  CAPACITY  TO  WAR  PRODUCTION 

Senator  Burton.  On  the  general  question  of  policy,  turning  to 
cotton  duck,  there  was  a  good  deal  said  yesterday  about  the  fact  that 
in  the  Army  a  tremendous  amount  of  cotton  duck  is  used  for  tentage 
and  cartridge  belts  and  gas-mask  cases  and  knapsacks  and  what  not; 
and  the  conservation  which  would  bring  about  the  conversion  of 
cotton  duck  had  been  much  slower  than  Mr.  Guthrie  would  have 
wished  to  have  had  it.  Have  you  any  comment  on  that?  Are  you 
satisfied  with  the  conversion  and  the  progress  of  the  cotton  duck? 

Mr.  Reed.  I  think  the  cotton  duck  program  today  is  probably 
pretty  good.  It  certainly  Avas  slow.  Countless  mills  were  fighting  for 
business,  hunting  for  it,  trying  to  get  orders  without  success,  be- 
cause— and  I  think  this  is  honestly  the  main  cause — the  cost  of  pro- 
ducing duck  in  a  carpet  loom  or  in  any  one  of  these  many  looms  that 
were  shut  down  for  lack  of  materials  or  for  other  reasons,  is  sub- 
stantially higher  than  it  is  in  the  straight,  well-designed  commercial 
duck  looms,  and  that  meant  that  bids  for  duck  against  that  type  of 
an  operation  and  against  the  integral  mills  which  had  their  yarns 
and  all  the  rest  of  it  as  part  of  one  operation,  meant  differentials 
of  upward  of  fifty  percent  more  for  duck  produced  in  that  way 
than  the  integrated,  efficient  mills.  As  a  result,  they  didn't  get  the 
orders  for  a  long  while,  and  now  they  are.  As  I  understand  it,  orders 
have  been  placed.  Does  that  answer  your  question  ?  Is  that  respon- 
sive to  it  ? 

Senator  Burton.  It  would  mean  this  to  me:  That  you  feel  tliere 
has  been  a  longer  delay  than  you  would  like  to  have  had  but  that 
we  are  doing  pretty  well  now. 

Mr.  Reed.  That  is  right. 

CONVERSION   OF  REFRIGERATOR   INDUSTRY'S   CAPACITY  TO   WAR   PRODUCTION 

Senator  Burton.  Now,  then,  turning  to  the  refrigerators,  I  again 
must  refer  to  the  testimony  that  was  given  yesterday,  because  it 
relates  to  yourself  and  you  are  the  only  one  who  can  answer  it 
directly. 

Mr.  Guthrie  testified  [reading]  ^  : 

The  Civilian  Supply  and  Labor  Divisions  protested  to  Mr.  Knowlson.  who 
called  a  conference  on  February  7  and  directed  that  the  refrigerator  conver- 
sion be  made  a  coordinated  program,  not  one  based  on  the  separate  considera- 
tion of  individual  appeals.  I  understand  that  Mr.  Knowlson  then  said  that 
he  thought  both  Mr.  Reed  and  himself  should  abstain  from  further  considera- 
tion of  the  refrigerator  problem,  because  their  companies  made  refrigerators, 
and  asked  that  Mr.  Weiner,  the  Deputy  Chief  of  the  Civilian  Supply  Division, 
and  I  work  out  a  solution  together. 
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Any  comment  ? 

Mr.  Reed.  Only  that  I  don't  concede  that  Jim  Knowlson  exclu- 
sively had  the  idea  that  we  should  stay  out  of  the  discussions.  I 
think  we  both  stayed  out  of  it. 

Senator  Burton.  That  you  felt  you  should  stay  out  of  it. 

Mr.  Reed.  Of  course.  I  had  been  down  there  for  11  months  and  I 
had  been  leaning  backward  and  making  every  effort  to  keep  out  of 
any  discussions  that  involved  or  might  conceivably  involve  my  own 
company.  At  times  with  the  job  that  I  have,  it  is  difficult,  but  cer- 
tainly that  has  been  my  effort  and  I  know  it  has  been  Mr.  Knowl- 
son's. 

Senator  Burton.  So  that  the  record  may  be  clear,  I  understand  you 
are  chairman  of  the  board  of  directors  of  the  General  Electric  Co. 

Mr.  Reed.  Yes,  sir. 

Senator  Burton.  Then,  following  this  testimony  of  Mr.  Guthrie, 
immediately  following  that  paragraph,  he  said :  ^ 

Immediately  after  this,  Mr.  Reed  called  me  and  asked  me  to  call  a  meeting 
in  my  office  to  discuss  the  order.  He  told  me  that  a  Mr.  Thomas  Evans  would, 
attend,  explaining  that  Mr.  Evans  knew  the  refrigerator  business  thoroughly. 
I  subsequently  learned  that  Mr.  Evans  was  the  head  of  a  company  manufac- 
turing commercial  refrigerators  in  Philadelphia,  that  he  had  formerly  been  in 
the  domestic  refrigerator  business,  and  that  he  had  been  for  a  number  of 
years  head  of  the  domestic  refrigerator  section  of  the  National  Electrical 
Manufacturers'  Association. 

You  testified  on  that  already  this  morning. 

Mr.  Reed.  I  think  I  did  this  morning  and  elsewhere  before  another 
congressional  committee. 

Senator  Burton  [reading]  ^i 

At  this  meeting,  on  February  10,  Mr.  Weiner  and  I  followed  Mr.  Knowlsou's 
instructions.  I  directed  that  the  production  of  refrigerators  would  cease  en- 
tirely, throughout  the  industry,  on  a  given  date.  The  date  was  set  at  March  31. 
This  agreement  was  to  be  embodied  in  a  formal  order. 

On  the  afternoon  of  the  same  day,  Mr.  Reed  telephoned  me,  saying  that  he 
wanted  us  to  consider  that  Mr.  Evans  was  the  direct  and  personal  representa- 
tive of  Mr.  Knowlson  and  himself;  that  another  meeting  should  be  called  and 
the  refrigerator  order  reconsidered ;  and  that  Mr.  Evans  should  be  allowed  to 
dictate  the  terms  of  the  order.  Mr.  Reed  has  since  denied  giving  me  these 
instructions  in  his  testimony  before  another  congressional  committee,  but  I 
understood  them  perfectly  at  the  time,  and  I  repeat  that  these  were  his  precise 
instructions. 

Any  comment  ? 

Mr.  Reed.  I  denied  them.  T  have  again  this  morning.  I  did  not 
give  him  those  instructions.  Mr.  Thomas  Evans  was  with  me  at  the 
time  on  the  telephone  and  heard  exactly  what  I  said  to  him. 

Senator  Burton.  Can  you  account  for  this  interpretation  of  your 
instructions  ? 

JSIr.  Reed.  No,  sir. 

Senator  Burton.  What  did  you  tell  him  ? 

Mr.  Reed.  I  told  him  that  Mr.  Evans,  was  with  me,  that  he  had  re- 
ported to  me  the  results  of  a  conference  that  day  with  Mr.  Guthrie, 
members  of  the  branch,  Messrs,  Maury  and  Hammersley,  representa- 
tives of  the  Civilian  Supply  and  Labor,  and  that  he  felt  that  adequate 
data  had  not  yet  been  collected  to  reach  a  decision  in  connection  with 
the  shutdown  date  for  refrigerators;  that  he  felt  that  the  tentative 
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decisions  and  conclusions  readied  that  day  were  premature  and  should 
be  1-econsidered.  I  then  called  Mr.  Guthrie  and  said,  "Mr.  Evans  is 
with  me;  here  is  what  he  has  told  me.  I  wish  you  would  arrange  to 
have  another  meeting  at  which  this  matter  can  be  considered."  Mr. 
Evans,  as  I  explained  here  before  and  explained  to  Mr.  Guthrie,  was 
the  only  member  of  that  group  working  out  this  order  for  refrigeration 
who  knew  anytliing  about  the  refrigerator  industry,  who  had  any 
knowledge  of  die  facilities,  of  the  possibilities  in  terms  of  day-to-day 
operations,  of  the  personalities  in  the  industry,  and  of  what  could  be 
done  as  a  practical  matter  and  w^liat  could  not  be  done.  Mr.  Knowl- 
son  and  I  both  felt  that  we  would  be  delinquent  in  our  duty  not  to 
have  someone  at  a  conference  as  important  as  that  who  knew  some- 
thing about  the  facts  of  the  industry  and  could  present  a  point  of  view, 
not  brouglit  down  with  the  idea  of  making  any  decisions  or  of  writing 
any  orders,  simply  as  a  consultant.  That  was  perfectly  clear  to  Mr. 
Evans.  It  was  clear  to  Mr.  Maury,  who  was  the  Chief  of  the  Branch, 
and  who  had  responsibility  for  that  thing,  to  Mr.  Hammersley,  who 
was  his  section  chief  in  charge  of  refrigeration,  and  it  was  also  clear 
to  Mr.  Guthrie,  who  was  my  assistant  supervising,  among  other 
branches,  that  one. 

Senator  Burton.  Would  you,  for  the  record,  just  reconcile  for  us 
the  way  in  which  you  reconcile  that  with  your  thought  that  JSIr, 
Knowlson  and  yourself  should  remain  out  of  it  ? 

Mr.  Eeed.  Well,  that  was  one  of  the  very  reasons  that  we  thought 
Mr.  Evans  should  be  there.  Mr.  Knowlson  or  I  might  have  sat  in  at 
that  meeting,  and  we  might  have  expressed  our  views  as  people  who 
had,  or  could  very  qurckly  get,  any  data  that  we  needed,  specific  or 
otherwise,  on  the  industry,  and  we  both  preferred  to  remain  aloof  for 
obvious  reasons. 

Senator  Bubton.  I  understand,  then,  from  your  point  of  view  Mr. 
Evans'  judgment  was  not  controlled  by  your  judgment? 

Mr.  Reed.  Not  in  the  slightest. 

Senator  Burton.  And  that  Mr.  Guthrie  was  not  under  obligation  or 
instructions  from  you  to  accept  Mr.  Evans'  judgment  either? 

Mr.  Reed.  Not  in  the  slightest. 

Senator  Burton.  Let  me  read  this  paragraph  now  ^  : 

The  proposal  to  delay  conversion  and  allow  domestic  refrigerator  production 
to  continue  without  limit  until  June  30  or  later,  simply  on  the  basis  of  the  ex- 
istence of  large  inventories,  was  entirely  different  from  the  order  which  I  had 
previously  agreed  on  with  the  Division  of  Civilian  Supply  and  was  unacceptable 
to  the  representatives  of  that  Division.  Accordingly,  as  Mr.  Stein  of  the  Civilian 
Supply  Division  has  testified  before  the  House  Military  Affairs  Committee,  Mr. 
Leon  Henderson  wrote  a  strong  memorandum  of  protest  to  Mr.  Knowlson  the 
following  morning.  Mr.  Knowlson  immediately  called  a  meeting  in  his  office  at 
which  Mr.  Reed  and  Mr.  Evans,  Mr.  Houghton  and  myself  were  present.  Mr. 
Knowlson  said  that  a  new  order  would  have  to  be  written  which  could  be  de- 
fended against  the  criticism  that  Mr.  Henderson  had  made.  The  result  was  that 
we  drafted  an  order  which  was  substantially  the  same  as  the  one  agreed  upon 
before  Mr.  Evans  appeared  upon  the  scene ;  it  differed  only  in  that  production 
was  to  be  stopped  on  April  30,  instead  of  March  31.  This  order  was  issued  in  a 
few  days. 

"  Have  you  any  comment  on  that  result  ? 

Mr.  Reed.  The  result  was  an  order  closing  the  industry  down  on 
April  30;  that  was,  in  fact,  the  result.  If  you  would  like  me  to  com- 
ment more  particularly  on  the  memorandum  from  Mr.  Henderson  to 
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Mr.  Knowlson,  I  would  be  glad  to  do  it.  I  read  that  memorandum.  I 
read  it  at  that  time.  Again  I  hesitate  to  speak  because  I  wasn't  at 
the  meeting  and  I  am  simply  reporting  things  that  have  been  reported 
to  me  as  to  what  the  understanding  was  at  this  meeting  on  which  Mr. 
Stein  commented  to  Mr.  Henderson  and  to  Mr.  Knowlson.  If  the  let- 
ter as  written  by  Mr.  Henderson  to  ]Mr.  Knowlson  expressed  accurately 
the  agreement  reached  the  day  before,  I  would  agree  that  Mr.  Hender- 
son might  properly  take  exception,  because  if  you  will  recall,  the  mem- 
orandum suggested  that  the  shut-down  date  of  March  31  was  not 
to  be  a  true  shut-down  date  but  simply  a  subterfuge,  if  you  like,  a 
date  to  fool  somebody  but  not  us  or  the  industry,  for  that  matter,  and 
that  appeals  would  be  granted  pretty  much  at  will. 

I  wasn't  at  the  meeting,  and  I  am  confident  that  no  such  understand- 
ing was  suggested  or  reached  at  that  meeting.  Mr.  Evans  has  vocifer- 
ously denied  it,  so  I  leave  it  there.  In  any  event,  the  whole  difference 
between  these  parties — labor,  civilian  supply,  Evans,  the  branch — was 
really  small  potatoes  in  terms  of  this  job  we  are  trying  to  do.  After 
all,  it  came  out  and  everybody  agreed  on  an  April  30  date.  The  earliest 
date  that  the  most  radical  immediate  conversionist  wanted  was  March 
31.  So  we  are  talking  in  terms  of  things  that  human  beings  can 
honestly  differ  about. 

Senator  Burton.  Do  you  wish  to  make  to  the  committee  recom- 
mendations for  changes  in  policy  or  changes  in  personnel? 

Mr.  Eeed.  No,  sir. 

CRITICISM  or  W.  p.  B.  POLICY  OF  EMPLOYING  DOLLAR-A-YEAR  MEN 

Senator  Burton.  We  appreciate — at  least  I  appreciate — the  type  of 
contribution  which  experts  in  the  various  lines  of  industry  make  to  the 
Government  as  they  come  here  as  dollar-a-year  men  or  uncompensated 
men.  It  has  been  raised  as  a  question  before  this  committee  as  to 
whether  it  is  a  sound  governmental  policy  to  have  dollar-a-year  men 
involving,  as  in  this  instance,  one  who  drew  between  $20,000  and  $30,- 

000  and  received  an  increase  in  pay  between  1  year  and  the  other  from 
his  own  company  while  serving  here  at  $1  a  year ;  another  who  draws 
from  his  own  company  $60,000;  another  who  draws  $120,000  a  year 
from  his  home  company  while  serving  the  Government  at  $1  a  year. 

1  would  appreciate  your  comment  upon  the  advisability  of  dollar-a- 
year  men  under  those  circumstances. 

Mr.  Reed.  Well,  thank  you.  Senator  Burton,  for  asking  for  my 
comments.  I,  quite  obviously,  it  seems  to  me,  am  not  one  whose  com- 
ment would  be  taken,  at  least,  as  being  unprejudiced.  I  am  a  dollar-a- 
year  man. 

Senator  Burton.  Let  me  point  but  that  if  you  can  serve  in  an  un- 
prejudiced capacity  while  you  are  serving,  you  ought  to  be  able  to 
comment  on  that  policy  in  an  unprejudiced  capacity  also. 

Mr.  Reed.  I  will  be  very  glad  to  comment. 

I  have,  since  I  have  been  down  liere,  known  intimately  and  have 
observed  the  operation  of  a  great  many  dollar-a-year  men  during  the 
14  months  that  I  have  been  with  the  War  Production  Board  or  its 
predecessor,  the  O.  P.  M.  I  have  no  wish  to  whitewash  dollar-a-year 
men  as  a  class.  They  are  human  beings,  and  I  have  no  doubt  that,  like 
any  other  human  beings,  there  are  those  among  them  who  are  ill- 
fitted  for  any  kind  of  job.     I  can  say  this,  however,  honestly  and 


INVESTIGATION   OF   THE   NATIONAL   DEFENSE   PROGRAM     5015 

earnestly,  and  that  is  that  in  the  period  I  have  been  here  I  have  never 
seen  a  dollar-a-year  man  do  anything  or  say  anything  that  made  me 
believe  that  he  was  deliberately  undertaking  to  serve  private  interests, 
his  own  or  anybody  else's,  oi  that  he  was  putting  the  interests  of  his 
company  or  his  industry  above  those  of  the  defense,  now  the  war  effort. 
More  than  that,  I  can  say  that  it  is  my  impression  that  these  men 
have  actually  leaned  backwards  and  have  insisted  upon  things  being 
done,  appeals  being  denied,  other  activities  which  were  definitely  prej- 
udicial to  their  companies  in  order  to  avoid  the  possibility  of  criticism 
on  gi'ounds  of  self-favoritism  or  self-interest. 

Again  I  say  I  recognize  tliat  there  is  a  substantial  feeling  that  men 
cannot  serve  in  the  Government  as  part  of  the  war  agency  if  they 
are  concurrently  receiving  compensation  from  an  employer  at  home 
who  has  loaned  him  for  that  work.  I  don't  believe  that  is  true.  I 
don't  believe  that  those  who  oppose  dollar-a-year  men  would  cease 
to  oppose  men  \Vho  came  from  an  industry,  severed  their  connections, 
took  a  Government  job  and  went  on  to  a  civil-service  pay  roll.  I  think 
that  the  same  finger  would  be  pointed  at  those  men,  the  same  charges 
of  self-serving  private  interests  would  be  made  if  the  dollar-a-year 
group,  as  a  class,  were  gone.  I  don't  have  any  question  about  it.  I 
recognize  that  my  point  of  view  is  probably  a  biased  one.  I  recognize 
that  others  have  a  different  point  of  view.  We  are  prepared  and  we 
want  to  be  of  service  if  we  can.  We  are  prepared  and  ready  to  go  back 
to  our  jobs  if  that  is  the  wish  of  the  Congress  or  of  the  President  or 
anyone  else  in  responsibility. 

May  I  say  just  this  one  more  thing,  Senator,  because  I  hadn't  antici- 
pated being  asked  about  that  question.  Donald  Nelson,  as  you  know, 
has  already  expressed  himself,  and  I  am  sure  he  would  be  willing, 
if  necessary,  to  express  himself  again.  My  views  are  only 
personal  views.  His  views  are  official,  and  I  don't  want  anything  that 
I  may  have  said  to  be  regarded  as  anything  more  than  my  own  im- 
mediate and  personal  response  to  the  question  that  you  put  to  me. 

Senator  Bueton.  I  thank  you,  and  I  just  want  to  press  this 
much  further  because  I  believe  you  are  in  a  position  to  give  us  a 
valuable,  although  personal,  perspective  on  the  practicality  of  a 
suggestion  that  is  made  casually  from  time  to  time  that  it  would  be 
to  the  better  interests  of  the  Government  to  require  dollar-a-year  men 
to  divest  themselves  of  either  their  salaries  or  conceivably  their  stocks,  . 
but  primarily  their  salaries  from  the  companies  in  which  thsy  are 
working,  accept  a  position  at  such  compensation  as  the  Government 
pays  for  those  positions,  and  proceed  on  that  basis.  What  have  you 
to  say  as  to  the  practicality  of  such  a  general  rule  as  that  ? 

Mr.  Keed.  That,  I  believe,  has  been  considered,  and  that,  too,  I 
think,  Mr.  Nelson  made  a  statement  about  some  6  weeks  ago.  I  haven't 
reviewed  the  situation  of  the  dollar-a-year  men  as  a  group.  I  know 
of  some  of  them  who  just  couldn't,  even  if  they  wanted  to — I  mean 
they  couldn't  without  very  serious  difficulties  and  without  perhaps 
suffering  and  difficulties  at  home — undertake  to  do  that. 

That  is,  their  commitments,  the  use  of  the  incomes  that  they  have, 
the  scale  of  living  at  which  they  have  been  living  are  such  that  it 
would  involve  not  mere  personal,  individual  inconvenience — because 
that  isn't  important  to  any  of  us — but  a  great  deal  more  than  that. 
That  isn't  true  in  every  case.  In  a  great  many  cases  older  men  who 
are  not  dependent  upon  their  immediate  income  might  well,  and 
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gladly,  carry  on  under  an  arrangement  of  that  sort.  Men  who  are 
dependent  on  their  current  income  would,  I  am  confident,  make  every 
effort  to  work  out  and  so  arrange  their  affairs  that  they  could  con- 
tinue to  serve.  A  percentage,  and  I  expect  a  fairly  substantial  per- 
centage of  the  younger  men  might  be  lost  if  that  policy  were 
adopted. 

That  is  again  my  personal  view,  I  haven't  analyzed  the  records, 
nor  have  I  consulted  others  about  it. 

Senator  Burton.  Just  to  close  my  questioning,  I  would  like  to  ask 
(his:  Of  course,  the  great  interest  of  the  Government  is  to  obtain  the 
services  of  the  best  men  in  the  country,  and  we  have  men  in  the  indus- 
tries that  have  risen  to  the  leadership  of  those  industries.  We  want 
that  ability  that  has  been  demonstrated  in  those  industries.  I  think 
it  is  your  personal  judgment  that  the  best  way  to  get  that  is  about  the 
way  we  have  been  proceeding,  recognizing  their  strength  of  character 
to  be  sufficient  to  overcome  anything  involved  in  the  current  criticism, 
but  devoting  ourselves  to  obtaining  their  services  based  on  their  demon- 
strated capacity  and  relying  upon  their  patriotism  to  carry  it  out  in  a 
way  that  will  be  thoroughly  to  the  benefit  of  the  Government. 

Mr.  .Reed.  I  think  they  should  be  judged  by  their  results.  Senator. 
If  they  don't  produce,  if  they  aren't  utterly  and  completely  honest  in 
their  dealings,  they  should  be  instantly  discharged  and  removed.  I 
don't  know  any  other  really  effective  way  to  deal  with  that  situation. 

Senator  Burton.  That  is  all. 

Senator  Ball.  Would  it  be  possible  to  get  enough  of  these  dollar-a- 
year  men  to  take  the  executive  jobs  on  a  Government  salary  and  forget 
the  other,  and  use  the  dollar-a-year  men  primarily  in  consultant  capaci- 
ties with  the  full-time  employees  or  paid  employees  in  the  executive 
i:)ositions  and  making  the  final  decisions  ? 

Mr.  Reed.  I  can't  answer  that,  either.  I  have  heard  that  possibility 
suggested.  Of  my  own  branch  chiefs,  21  of  them,  11 — perhaps  it  is  12 — 
are  dollar-a-year  men.  Eleven  are  civil-service  employees,  some  of 
tliose,  however,  coming  from  industry,  not  Government  career  men. 
If  you  were  to  say  to  me  tomorrow,  "All  of  your  industry  branches 
currently  headed  by  dollar-a-year  personnel  must  within  the  course  of 
the  next  10  days  be  changed,  those  dollar-a-year  men  must  be  removed 
from  their  posts  of  responsibility  and  decision,"  because  those  men, 
incidentally,  don't  come  from  their  own  industries.  Tliese  dollar-a- 
year  men  are  brought  down  and  put  in  a  spot  where  they  do  not  or 
could  not  serve  their  industries. 

Senator  Ball.  That,  it  seems  to  me,  is  one  of  the  faults  of  this  sys- 
tem, that  you  almost  liave  to  place  a  dollar-a-year  man  in  charge  of  an 
industry  with  which  he  is  not  familiar,  with  which  he  is  not  connected, 
and  you  lose  a  tremendous  amount  of  the  value  of  his  experience  and 
background. 

Mr.  Reed.  Here  is  the  way  it  has  been  worked  out.  Senator,  and  it 
involves  unquestionablj^  a  loss  of  time  as  a  result  of  it.  Our  objective, 
as  I  stated  in  my  prepared  statement,  is  to  have  as  the  branch  chief  a 
man,  whether  he  be  dollar-a-year  or  whether  he  be  on  civil  service,  who 
is  not  or  has  not  been  drawn  directly  from  the  industry  that  he  is 
responsible  for  as  branch  chief.  Now,  under  him  he  may  have  men 
drawn  from  those  industries.  In  fact,  he  must  have  men  drawn  from 
those  industries,  either  dollar-a-year  or  civil-service  status,  as  his  work- 
ers, his  consultants,  the  men  who  develop  and  create  and  recommend 
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1o  him  the  story.  So  that  I  say  to  you,  actually  most  of  our  dollar-a- 
jear  men  by  all  odds  are  consultants  and  only  consultants.  This  is  their 
job.  Tliey  are  there  without  authority  and  without  responsibility. 
They  can't  make  a  decision  as  to  what  an  order  shall  be  or  how  an  order 
is  to  read,  but  they  are  there  to  give  the  facts,  to  recommend,  to  criti- 
cize ;  and  everything  they  do  is  under  the  sharp  scrutiny  and  spotlight 
of  all  the  other  and  divergent  interests — labor,  civilian  supply,  all  the 
rest  of  us.  I  mean,  even  looking  at  the  thing  cynically,  the  chance  of 
their  really  obstructing  the  program  or  of  doing  anything  substantially 
to  interfere  with  the  effort  or  to  help  their  own  selfish  interests  is  just 
i4,bout  nil,  in  my  honest  judgment. 

Senator  Ball.  And  you  would  do  that  whether  they  were  full-time 
or  dollar-a-year  men? 

Mr.  PvEED.  Do  what  ? 

Senator  Ball.  You  would  not  put  a  man  in  charge  of  his  own  in- 
dustry. 

JNIr.  Reed.  That  is  the  rule  that  I  am  attempting  to  operate  under. 
T  haven't  comj^letely  conformed  to  it  yet,  but  I  am  working  in  that 
direction.  If  I  were  told  that  all  of  my  branch  chiefs  had  to  be  out  in 
10  days,  that  would  seriously  interfere  with  it. 

Senator  Ball.  Nobody  is  going  to  tell  you  that,  I  think.  Wliat 
struck  me  about  tliis  is  that  you  and  Knowlson  probably  know  as  much 
about  the  refrigerator  business  as  any  men  in  the  country,  and  yet  you 
have  to  call  in  an  outsider.  You  can't  use  your  knowledge  because  you 
are  put  on  the  spot  if  you  do.  And  yet  you  are  probably  in  a  better 
])osition  to  formulate  a  policy  on  that  than  anybody  else  you  could  call 
in,  or  certainly  as  good. 

jSfr.  Reed.  We  were  able  to  correct  it  overnight;  we  got  this  man 
down  who  knew  the  story,  who  knew  the  whole  industry  better  than  I 
did  or  Jim  Knowlson  did.    Your  point  is  clear.    I  see  what  you  mean. 

The  Chairman.  Senator  Brewster. 

Senator  BREW^STER.  In  that  connection,  how  did  you  consider  Mr. 
Evans  as  a  disinterested  consultant? 

Mr.  Reed.  How  did  I  consider  him  as  such  ? 

Senator  Brewster.  Yes. 

Mr.  Reed.  Because,  Senator  Brewster,  he  is  not  from  the  domestic 
mechanical  refrigerator  industry  which  was  the  subject  of  this  order. 
He  has  no  business  in  that  field.    He  has  no  investments  in  tliat  field. 

Senator  Brewster.  What  is  his  business? 

Mr.  Reed.  His  business  is  commercial  refrigeration  and  air  condi- 
tioning. It  is  a  separate,  different  business.  It  has  no  relation  to  this 
home  appliance,  whicli  is  the  domestic  box,  you  see.  He  did,  however, 
know  the  members  of  the  industry  well.  He  knew  their  facilities.  He 
had  been  head  of  the  section  of  the  National  Electrical  Manufacturers 
Association  in  which  they  were  members,  and  he  seemed  to  us  to  be  the 
ideal  person  to  bring  down  as  a  consultant. 

Senator  Brewster.  Well,  putting  him  in  there,  you  would  appreci- 
ate what  its  effect  must  be  on  your  subordinate  divisions  and  branches, 
wouldn't  you  ?  That  is,  irrespective  of  what  you  said  to  Mr.  Guthrie, 
the  fact  that  you  and  Mr.  Knowlson  sent  Mr.  Evans  to  the  conference 
assuredly  meant  something. 

Mr.  Reed.  Yes;  and  I  told  him  what  it  meant.  I  was  very  frank 
with  him. 

Senator  Brew^ster.  Did  it  matter  what  you  told  him  ? 
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Mr.  Reed.  I  think  so. 

Senator  Brewster.  Could  it  be  interpreted  in  any  other  way  than, 
"Here,  we  have  confidence  in  this  man  and  we  think  he  may  find  the 
right  answer"? 

Mr.  Reed.  I  hope  my  relation  with  my  branch  chiefs  isn't  that,  Sen- 
ator Brewster. 

Senator  Brewster.  Didn't  it  imply  a  lack  of  confidence  in  your 
branch  chief? 

Mr.  Reed.  It  did  not.  It  implied  what  I  expressly  stated  it  to  be. 
It  recognized  a  lack  of  personnel  in  the  branch  drawn  from  and  hav- 
ing a  complete  and  thorough  knowledge  of  the  industry.  We  ought  to 
Lave  had  somebody  in  there.  We  should  have  had  somebody  on  the 
pay  roll  there,  you  see,  and  we  would,  in  the  normal  course,  have  some- 
body there,  but  we  didn't,  and  we  felt,  therefore,  that  it  was  our  job, 
after  all. 

Senator  Brewster.  To  get  somebody? 

Mr.  Reed.  There  is  nothing  to  apologize  for.  It  is  a  duty  to  have 
somebody  down  there  to  talk  on  that  subject. 

Senator  Brewster.  In  working  out  these  dollar-a-year  arrange- 
ments and  taking  your  own  care,  you  are  continuing  as  chairman  of 
the  board  of  General  Electric. 

Mr.  Reed.  Yes,  sir. 

Senator  Brewster.  Which  is  quite  a  responsible  position. 

Mr.  Reed.  I  think  so. 

Senator  Brewster.  To  what  extent  are  you  able  to  continue  to  func- 
tion ? 

Mr.  Reed.  Very  limited,  indeed,  Senator.  I  try  to  return,  not  always 
successfully,  Friday  nights.  I  come  down  here  Sunday  evenings,  and 
I  am  here  through  the  week,  I  try  to  return  Friday  night  and  have 
Saturday  at  my  office  in  New  York.  I  do  not  always  succeed.  I  am 
here  some  week-ends.  But  that  is  the  schedule  that  I  try  to  keep.  I 
go  back  to  my  board  of  directors  meetings  once  each  month.  And 
that  is  about  the  limit  of  my  current  contribution  to  the  General 
Electric  Co.,  except  for  incidental  conferences  in  the  evenings  here 
when  someone  happens  to  be  in  town. 

Senator  Brewster.  Then  it  does  amount  to  a  very  .substantial  con- 
tribution by  General  Electric  to  the  general  welfare  in  this  $60,000 
a  year  which  they  pay  you. 

Mr.  Reed.  Yes;  yes,  sir;  a  contribution  measured,  I  suppose,  by  my 
personal  ability  to  help  here,  and  that  is  for  somebody  else,  and  not 
me,  to  appraise. 

Senator  Brewster.  You  are  on  at  least  a  5-day  week  here  in  the 
Government,  I  take  it,  from  what  you  say. 

Mr.  Reed.  Yes,  sir. 

Senator  Brewster.  And  that  isn't  limited  to  an  8-hour  day,  I  assume, 
either. 

Mr.  Reed.  Not  by  a  long  ways ;  11. 

Senator  Brewster.  You  are  putting  in  60  hours  a  week  or  so  in 
the  time  that  you  are  here,  and  it  is  only  occasional  week-ends  that  you 
get  in  New  York  to  serve  the  General  Electric  ? 

Mr.  Reed.  That  is  right.  There  are  exceptions.  I  shall  be  in 
Schenectady  next  Tuesday  to  preside  at  the  annual  meeting  of  the 
stockholders  of  my  company.  There  are  a  few  exceptions,  but  it  is 
very  rare,  indeed. 
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Senator  Brewster.  I  wouldn't  undertake  to  counsel  you  in  public 
relations  because  of  your  background  and  experience,  but  I  wondered 
if  you  quite  meant  to  imply  that  your  service  was  dependent  on 
maintaining  your  standard  of  living. 

Mr.  Reed.  I  beg  your  pardon;  my  service  was  dependent  upon 

Senator  Brewster.  You  used  the  phrase  "standard  of  living"  rather 
quietly. 

Mr.  Reed.  I  wasn't  speaking  of  myself. 

Senator  Brewster.  Well,  you  were  speaking  of  dollar-a-year  men. 

Mr.  Reed.  I  was  speaking  of  a  good  many ;  yes.  There  are  several 
hundred  dollar-a-year  men  here,  and  the  question  was.  Could  they  be 
converted  to  civil-service  basis  with  no  further  compensation  from 
their  companies,  carrying  on  as  they  have  been?  My  answer  to  that 
was  that  in  a  good  many  cases,  particularly  among  the  younger  men, 
I  thought  that  could  not  be  done. 

Senator  Brewster.  And  you  mentioned  in  that  connection,  standard 
of  living. 

Mr.  Reed.  Yes,  sir ;  yes,  I  mentioned  it.  That  is  right,  with  the  cur- 
rent commitments  and  expenses,  insurance  policies  and  all  kinds  of 
things. 

Senator  Brewster.  Well,  Mr.  Nelson  in  his  discussion  pointed  out 
those  various  considerations — commitments  and  other  things. 
Wouldn't  you  rather  remove  the  standard  of  living  as  a  consideration 
to  your  service  or  that  of  your  associates  as  dollar-a-year  men  ? 

Mr.  Reed.  I  obviously  must  have  given  you  an  impression  that  I 
wouldn't  want  you  to  have. 

Senator  Brewster.  I  felt  so. 

Mr.  Reed.  When  I  used  the  term,  I  was  really  using  it  to  describe 
a  fixed  expenditure  rate,  which  cannot  be  deviated  from. 

Senator  Brewster.  Yes. 

Mr.  Reed.  It  is  there,  and  it  takes  a  long  while  to  get  off  of  that 
plateau,  you  see,  with  mortgages  and  all  kinds  of  things. 

Senator  Brewster.  A  lot  of  us  are  compelled  to  descend  very 
abruptly — a  lot  of  businesses  in  this  country. 

Mr.  Reed.  Quite  right. 

Senator  Brewster.  Your  orders  that  are  going  out  now  are  rendering 
small  business  bankrupt  wholesale. 

Mr.  Reed.  I  know  that. 

Senator  Brewster.  So  they  are  obliged  to  change  their  standard  of 
living  with  extreme  abruptness. 

Mr.  Reed.  I  know  that  very  well,  Senator. 

The  Chairman.  A  very  great  many  of  the  $21-a-month  boys  have 
very  abruptly  changed  their  standards  of  living,  also,  and  I  never 
could  see  any  difference  between  the  fellow  being  drafted  for  service 
down  here  at  $5,600  a  year  on  the  Government  pay  roll  and  the  one 
who  went  for  $20  and  eventually  $3'0  a  month  to  shoulder  a  rifle,  and 
some  of  them  left  just  as  good  businesses,  comparatively,  as  the  so- 
called  dollar-a-year  men  have. 

Senator  Brewster.  That  is  why  I  felt  sure  that  Mr.  Reed  didn't 
intend,  at  least,  to  lay  very  much  stress  on  that  matter  of  standard  of 
living  as  distinct  from  obligation. 

Mr.  Reed.  Let  me  put  it  this  way :  I  am  perfectly  confident  that  the 
dollar-a-year  men  down  here  are  just  as  willing  and  just  as  ready  to 
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take  it  in  terms  of  suffering  or  of  giving  up  standards  of  living  or  any- 
thing else,  to  get  this  war  effort  forward,  as  anybody  else  that  there 
is  in  the  population  of  this  country. 

Senator  Brewster.  Well,  I  am  sure  that  Americans  everywhere 
realize  the  necessity  of  sacrifice.  I  would  assume  that  possibly  the  only 
thing  in  which  our  experience  would  be  equal  at  all  to  yours,  is  in  this 
matter  of  public  relations,  and  you  would  recognize  the  extreme  im- 
portance of  accomplishing  the  maximum  amount  of  unity  in  the  coun- 
try, would  you  not,  Mr.  Reed  ? 

Mr.  Reed.  Yes,  sir. 

Senator  Brewster.  That  we  have  all,  as  far  as  possible,  got  to  be 
like  Caesar's  wife,  above  suspicion. 

Mr.  Reed.  I  agree  with  that. 

Senator  Brewster.  And  that  when  a  great  corporation  such  as  the 
General  Electric  is  paying  you  $60,000  a  year,  it  is  very  difficult  for  the 
average  man  in  the  street  to  believe,  first,  that  they  are  getting  their 
money's  worth.  You  would  recognize  the  difficulty  with  which  the 
average  man  would  view  that  situation,  would  you  not? 

Mr.  Reed.  I  hear  what  you  say.  I  am  not  sure  that  I  understand 
what  you  are  getting  at.  Senator. 

Senator  Brewster.  You  take  the  average  man  in  the  street,  simply 
knowing  the  facts  that  you  were  down  here  in  a  Government  position 
at  a  dollar  a  year,  being  paid  $60,000  a  year  by  the  General  Electric; 
what  do  you  think  is  the  effect  of  that  upon,  let  us  say,  the  average 
man  in  a  democracy  such  as  ours  ? 

Mr.  Reed.  I  can't  answer  that  question.     I  don't  know. 

Senator  Brewster.  Well,  I  think  it  raises  a  serious  question.  That 
is  why  I  want  to  discuss  this  particular  point  with  you.  I  realize  that 
you  are  not  an  exception;  there  are  three  or  four  hundred  men.  I 
don't  mean  to  challenge  at  all  your  good  faith  or  your  good  inten- 
tions. I  am  simply  trying  to  point  out  something  of  the  problem 
as  we  see  it  in  the  united  effort  that  we  are  all  trying  to  achieve.  Cer- 
tainly you  would  agree,  wouldn't  you,  that  the  average  man  in  America 
can't  contemplate  the  necessity  of  $60,000  a  year  to  live  on. 

Mr.  Reed.  Yes,  sir. 

Senator  Brewster.  You  would  agree  to  that.  These  other  obliga- 
tions which  you  spoke  of,  such  as  insurance  policies — well,  of  course, 
that  is  something  again  that  I  should  rather  transfer  to  direct  commit- 
ments to  banks  or  other  institutions  where  you,  perhaps,  are  under 
obligation  to  make  annual  payments  from  which  you  might  not  be 
able  readily  to  relieve  yourself.  Doesn't  it  come  down  to  some  obliga- 
tion of  that  character  that  could  be  the  only  justification  for  putting 
you  in  a  category  distinct  from  most  Americans  who  live  on  $10,000 
a  year  or  less?     [Laughter.] 

The  Chairman.  Senator,  I  think  you  put  that  ten  thousand  just  a 
little  high.  That  is  what  Senators  get,  but  you  had  better  get  down 
to  the  $2,400  bracket. 

Senator  Brewster.  I  tried  to  be  extremely  liberal  in  this  matter. 
I  didn't  want  to  indicate  that  I  might  not  be  the  subject  of  bias  my- 
self. 

You  see  the  problem  in  a  democratic  world,  Mr.  Reed? 

Mr.  Reed.  It  is  a  matter  of  degree.  Senator  Brewster.  I  am  not 
sure  that  I  see  it,  except  as  I  recognize,  unquestionably,  that  there 
are  compensations  that  vary  widely  over  a  range  that  may  or  may 
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not  be  justified  by  one's  individual  capacity  or  his  contribution.  The 
subject,  it  seems  to  me,  is  so  broad  and  involves  such  a  wide  field  of 
social  and  economic  study  that  I  certainly  am  not  qualified  to  discuss 
it  and  argue  it. 

Senator  Brewster.  It  has  seemed  to  me  that  the  three  or  four  hun- 
dred dollar-a-year  men  must  give  very  serious  consideration  to  this 
problem.  I  don't  know  what  the  answer  is.  I  have  great  confidence  in. 
Mr.  Nelson  and  will  support  him  to  the  limit,  if  he  feels  that  this 
should  be  carried  on,  but  at  the  same  time  we  do  recognize  the  necessity 
also  of  unity  among  all  our  people,  the  feeling  that  no  one  is  taking 
advantage  of  the  country's  necessities  to  either  advantage  them- 
selves  

Mr.  Reed  (interposing).  Are  you  suggesting  that  the  dollar-a-year 
men  want  to  be  down  here,  Senator? 

Senator  Brewster.  I  want  to  finish  what  I  am  saying — to  either 
advantage  themselves  or  their  company,  or  even  to  retain  the  status 
quo.  No;  and  I  don't  want  to  give  any  implication  that  any  of  you 
men  have  sought  these  positions,  because  I  have  no  reason  to  think 
that  is  so.  I  think  you  have  been  called  here.  You  have  been  called 
here  because  your  talents  have  been  recognized  to  be  very  great. 

]Mr.  Reed.  In  my  own  case,  having  been  here  14  months,  my  board 
has  twice  requested  me  to  return,  and  twice  I  have  remained  on,  once 
at  the  specific  request  of  Mr.  Knudsen  last  fall,  when  Owen  Young 
came  to  see  him  to  deliver  the  message  of  the  board,  and  the  other 
time  just  last  month  when  I  was  again  requested  to  return  for  imper- 
ative matters  that  my  company  needed  me  for,  and  at  the  written 
request  of  Mr.  Nelson,  I  was  again  authorized  to  remain  for  a  few 
months.  So  that  I  am  sure  you  didn't  mean  to  imply  it,  and  I  assure 
you  it  isn't  so  that  dollar-a-year  men  are  here  because  they  want  to 
be  here,  or  here  because  they  are  sent  to  serve  interests  that  lie  else- 
where than  here  in  Washington. 

Senator  Brewster.  There  has  been  only  one  suggestion  in  the  evi- 
dence earlier  in  our  hearings  which  has  a  bearing  on  you,  and  which, 
I  think,  you  probably  ought  to  comment  on,  because  it  presents  an- 
other question  here  like  Guthrie.  Although  this  antedated,  as  I  under- 
stand, your  association  witli  the  Government,  it  does  imply  a  certain 
philosophy  of  approach  which  I  think  would  be  possibly  the  subject 
of  misunderstanding.  This  is  the  memorandum  of  Mr.  F.  A.  Howard, 
head  of  the  Standard  Oil  Development  Co.^  1  don't  know  whethei^ 
you  are  familiar  with  the  memorandum  which  was  introduced  before 
our  committee,  which  did  apparently  imply  that  you  were  seeking 
some  special  advantage.  I  will  read  the  memorandum,  and  then  you 
can  comment  on  it.  This  is  under  date  of  July  24.  1940,  which,  I 
believe,  was  before  you  were  associated  with  the  Government. 

Mr.  Reed.  If  I  may  interrupt  just  for  a  moment.  Senator  Brewster, 
when  the  notice  of  th'it  memoi-andum  which  Mr.  Thurman  Arnold  read 
before  this  committee  some  weeks  ago,  appeared  in  the  papers,  I  sent 
a  message  here  to  the  committee,  asking  for  permission  to  be  heard 
on  it,  and  I  was  then  told  that  I  might  do  so  at  the  proper  time  and 
that  I  would  be  notified.  I  was  also  given  to  understand  that  that  sub- 
ject would  not  be  discussed  this  morning. 

iSee  Hearings,  Part  11,  Exhibit  No.  401,  appendix,  p.  4632.     See  also  ff.  pp.  4319-4320. 
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The  only  reason  I  have  any  hesitancy  about  it  at  all  is  that  I  have 
at  my  office  copies  of  six  or  seven  letters  which  I  think  will  throw  that 
whole  picture,  insofar  as  General  Electric  was  involved,  into  com- 
pletely clear  outline.  I  can,  if  you  wish  me  to,  comment  verbally  and 
from  recollection  on  that  situation,  and  will  be  glad  to  do  so  if  the 
chairman  wishes  me  to  do  it.  It  has  nothing  to  do  with  the  War  Pro- 
duction Board,  as  you  have  indicated. 

Senator  Brewster.  It  has  a  very  great  deal  to  do  with  you,  however. 

The  Chairman.  I  think,  Senator,  that  the  witness  was  informed 
that  this  would  be  confined  strictly  to  the  War  Production  Board.  We 
did  inform  him  that  when  this  subject  would  be  brought  up,  he  would 
have  ample  notice,  and  he  was  not  notified  that  he  would  be  questioned 
on  it  this  morning. 

Mr.  Reed.  I  will  be  glad  to  waive  that.  I  will  be  glad  to  make  a 
statement,  but  I  simply  wanted  the  record  to  be  clear  that  I  do  not 
have  copies  of  the  correspondence  that  I  intended  to  make  a  part  of 
the  record. 

Senator  Brew^ster.  Perhaps  I  would  like  to  supplement  the  record 
in  my  own  behalf  by  stating  here  that  this  was  not  of  my  own  origin, 
but  this  memorandum  was  handed  to  me  just  now  by  the  counsel  of 
the  committee,  which  I  took  to  be  an  implication  that  it  was  a  matter 
to  which  inquiry  should  be  addressed. 

The  Chairman.  I  don't  think  so.  Senator,  at  this  time.  We  are 
going  to  continue  on  that  program  at  a  later  date,  and  I  Avould  much 
rather  have  that  entered  in  the  record  at  that  time. 

Senator  Brewster.  It  is  a  matter  that  is  immaterial  to  me  except 
as  it  bears  on  this  whole  question,  and  I  leave  it  to  the  judgment  of 
the  Chair  and  Mr.  Reed. 

The  Chairman.  I  think  we  will  go  into  it  at  the  later  date.  Do  you 
have  any  other  questions,  Senator? 

Senator  Brewster.  I  wish  j'ou  would  correct  the  record  to  show 
that  was  given  to  me  by  the  counsel,  which  I  assumed  was  intended 
to  be  a  subject  of  questioning.  Will  you  please  clear  the  record  and 
the  counsel  as  to  what  happened  ? 

The  Chairman.  The  record  will  be  so  cleared.  It  is  not  a  matter 
which  should  have  been  brought  into  the  record  at  this  time.  It  will 
be  brought  in  at  a  later  date,  and  I  will  give  you  an  opportunity 

Senator  Brewster  (interposing).  I  have  no  interest  whatsoever  in 
the  matter.     I  don't  understand  this. 

The  Chairman.  I  am  sorry. 

Senator  Mead,  do  you  have  a  question  ? 

Senator  Mead.  Mr.  Chairman,  not  being  here  for  the  entire  session 
this  morning,  I  have  just  a  few  observations,  including  a  question  or 
two. 

My  observation  is  that  it  occurs  to  me  to  be  a  question  of  judgment 
as  to  whether  or  not  this  set-up  was  the  most  efficient  set-up  to  under- 
take the  war  effort  that  could  be  devised.  Under  the  law,  we  couldn't 
match  salaries  and  therefore,  I  suppose  the  salary  question  was  waived, 
and  these  men  were  called  here  to  serve  on  the  dollar-a-year  basis.  But 
resolving  itself  into  a  question  of  loyalty,  there  are  probably  conflict- 
ing loyalties  involved — loyalty  to  the  administration,  loyalty  to  the 
war  effort,  and  loyalty  to  the  industry  involved. 

I,  for  one,  assume  that  loyalty  to  the  war  effort  is  paramount  in  the 
minds  of  everyone,  because  whether  you  are  a  dollar-a-year  man  or  a 
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Member  of  Congress,  a  workman,  a  farmer,  your  relations,  your  family 
are  out  there  in  the  war  effort  under  the  selective  service  law  on  the 
same  universal  plane,  and  everybody  has  a  direct  connection  with  the 
war  effort.  That  is  true  in  your  family.  It  is  true  in  my  household. 
It  is  true  in  everyone's. 

They  certainly  can't  convict  the  administration  or  the  W.  P.  B.  or 
anyone  else  of  being  biased  in  their  selections  from  the  standpoint  of 
either  civil-service  examination  or  degree  of  loyalty  to  the  party  in 
power,  because,  very  wisely,  I  believe,  the  men  tliat  head  the  War  De- 
partment and  the  Navy  Department  and  the  War  Production  Board 
are  not  of  the  same  political  alignment.  Therefore,  there  is  a  sever- 
ance of  interests  that  allows  perhaps  a  greater  freedom  of  operation 
and  administration. 

Now,  there  might  be  a  loyalty  to  the  industry  that  would  interfere 
occasionally  with  judgment — judgment  tempered  by  a  devotednesa 
to  the  war  effort,  and  yet  a  judgment  that  might  allocate  too  much  to 
one  industry  and  not  enough  to  another,  a  loyalty  that  would  require 
conversion  of  an  industry  quicker  and  more  completely  than  conversion 
in  another. 

To  allay  any  possible  criticism,  and  because  I  believe  that  the  quicker 
and  more  completely  and  more  universally  we  go  into  the  war  effort, 
sacrificing  everything  that  possibly  can  be  sacrificed  insofar  as  non- 
essential and  essential  production  is  concerned,  it  occurs  to  me  that 
you  ought  to  formulate  a  universal  conversion  program  and  apply  it 
to  every  industry  and  require  it  as  quickly  as  the  conversion  in  every 
industry  can  be  accomplished. 

There  would  be  no  favoritism  to  any  industry — to  the  electric  indus- 
try, to  the  aluminum  industry,  or  to  any  other  industry.  Instead  of 
these  piecemeal  conversion  orders,  there  ought  to  be  a  universal  con- 
version policy. 

Mr.  Reed.  You  mean  not  industry  by  industry,  but  horizontal  across 
the  entire  country  ? 

Senator  ISIead.  Horizontal  across  the  entire  country,  of  course  ac- 
commodating itself  in  a  practical  manner  industry  by  industry,  but 
horizontally  across  the  country. 

For  the  maintenance  of  essential  equipment,  for  the  manufacture 
of  parts  for  essential  equipment,  and  for  the  manufacture  of  new 
equipment  of  a  peacetime  essential  character,  we  should  have  an  all- 
out,  superorganization  similar  in  scope  and  power  to  the  organization 
now  headed  by  Nelson  and  related  to  his  organization,  to  restore  inter- 
mediate plants,  independent  manufacturers,  and  small  business,  to 
take  care  of  the  essential  and  nonessential  activities  that  are  needed 
until  the  end  of  this  emergency.  So  it  occurs  to  me  that  you  men, 
serving  as  you  are  in  a  very  helpful  capacity,  occasionally  menaced 
probably  by  judgments  that  may  be  in  conflict  industry  by  industry 
rather  than  in  conflict  with  the  war  effort,  ought  to  adopt  an  over-al! 
policy  for  the  immediate  conversion  of  every  industry  possible  to  the 
war  effort,  showing  favoritism  to  none. 

Secondly,  for  the  complete  restoration  of  the  thousands  of  plants 
that  have  been  rendered  idle  as  a  result  of  necessary  rationing  and 
allocation  and  restrictive  war  orders,  if  such  a  policy  were  adopted,  an 
over-all  policy,  it  would  be  very  helpful. 

A  short  time  ago  the  President  issued  an  Executive  order  calling  for 
the  authorization  of  direct  loans  to  business  to  bring  them  into  the 
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production  field.  I  understand  tliat  hasn't  been  completed  by  the 
necessary  directives  and  subsequent  instructional  orders.  That  ought 
to  be  hastened.  It  occurs  to  me  that  if  we  had  a  horizontal  conversion 
policy  affecting  every  industry  and  showing  no  partiality,  they  couldn't 
criticize  you  men  in  your  individual  capacities,  and  secondly,  if  we 
had  serving  under  Mr.  Nelson,  completely  divorced  from  your  activi- 
ties, a  productive  agency  whipping  into  the  essential  and  the  war 
production  industries  all  these  intermediate  plants  that  are  now  idle 
or  growing  more  and  more  inoperative,  the  story  of  the  dollar-a-year 
men,  which  will  always  be  a  story  to  be  criticized  and  to  be  applauded, 
would  probably  rf'ad  much  better  than  is  the  case  at  present. 

I  believe  that  the  dollar-a-year  men  are  doing  an  over-all  job  that 
is  characterized  by  the  real  s)3irit  of  American  loyalty.  I  think  that 
Mr.  Nelson  deserves  a  vote  of  thanks.  I  think  that  many  of  the  men 
under  him  are  rendering  great  service.  But  it  occurs  to  me  that  there 
is  a  criticism  that  will  linger  long  after  they  have  completed  their 
task.  One  criticism  will  bear  directly  on  the  large  casualties  in  the 
field  of  independent  small  business  and,  secondly,  on  favoritism, 
whether  it  is  logical  or  unreasonable,  in  the  conversion  of  certain  big 
enterprises  prior  to  the  conversion  of  certain  so-called  favored  enter- 
prises. 

I  have  those  two  recommendations^ 


Mr.  Keed.  Thank  you. 

Senator  Mead  (continuing).  And  I  think  that  they  ought  to  be 
given  consideration  and  that  W.  P.  B.  ought  to  do  everything  possible 
ior  their  speedy  adoption. 

The  Chairman.  Mr.  Clark,  did  you  have  a  question  ? 

Mr.  Clark.  Mr.  Keed,  are  you  familiar  with  Administrative  Order 
No.  4,  in  regard  to  dollar-a-year  men  making  decisions  affecting  their 
particular  industry? 

Mr.  Keed.  Yes,  sir. 

Mr.  Clark.  Am  I  correct  in  saying  that  you  said  a  short  while  ago 
that  you  were  working  toward  eliminating  any  branch  chiefs  that  may 
be  making  such  decisions? 

Mr.  Keed.  Any  branch  chiefs  that  are  drawn  from  industries  for 
which  they  are  responsible. 

Mr.  Clark.  Am  I  to  understand  from  that  that  there  are  branch 
chiefs  operating  under  you,  making  decisions  affecting  their  particu- 
lar industries? 

Mr.  Keed.  Yes. 

Mr.  Clark.  Is  that  in  compliance  with  Administrative  Order  No.  4? 

Mr.  Keed.  No,  sir. 

Mr.  Clark.  Can  you  give  us  an  explanation  for  that  ? 

Mr.  Keed.  Yes,  sir,  I  have  before  me  a  list  of  the  branches.  The 
administrative  order  that  you  speak  of  came  after  the  fact.  I  inherited 
these  branches,  as  you  know,  in  January,  and  each  of  them  had  a  chief. 
No  new  branch  chiefs  have  been  established  that  were  inconsistent 
with  the  order,  and  in  a  good  many  cases  changes  have  been  made.  I 
say  in  a  "good  many"  cases — in  some  cases,  because  there  weren't  very 
many  of  them  in  total.  Changes  have  already  been  made  to  conform 
the  branch  chiefship  to  the  policy. 

Now  there  are  only  two  left.  One  is  the  Food  Supply  Branch,  Mr. 
Douglas  C,  Townson,  from  Curtice  &  Co.,  Kochester.  They  are  food 
processers  and  food  packers,  a  very  small  element  in  the  food  indus- 
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try.  Mr.  Townson  was  chief  of  that  branch  before  the  branch  came 
under  my  jurisdiction.  Some  thought,  as  I  believe  you  know,  has 
been  given  and  is  currently  being  given  to  the  creation  of  an  over-all 
food  administration  here  which  would  coordinate  the  food  activities 
of  a  good  many  different  governmental  agencies.  If  that  were  done, 
and  if  it  were  developed,  it  would  automatically  and  immediately  cor- 
rect any  technical  lack  of  conformance  with  respect  to  Mr.  Townson. 
In  any  event,  Mr.  Townson  is  a  man  of  such  high  integrity  and  com- 
plete responsibility  that  no  one  in  the  industry  or  elsewhere  has  reg- 
istered any  complaint.  It  is,  as  I  have  said,  technically  not  in  con^ 
formity  with  the  rule,  and  unless  the  over-all  food  administration 
program  corrects  that  picture  for  us,  we  will  presumably  in  due 
course  take  steps  to  do  something  about  it. 

The  other  one  is  in  the  Furniture  and  Bedding  Branch,  Mr.  Brower. 
He  is  head  of  and  owns  a  small  furniture  manufacturing  company  in 
Grand  Rapids.  I  think  they  have  50  people  working  for  them.  They 
have  no  Government  business  at  all.  Mr.  Brower  knows  of  the  situ- 
ation. I  have  discussed  it  with  him.  He  is  ready  to  step  down,  and  I 
had  expected  and  I  had  hoped  before  today  to  be  able  to  announce  that 
I  had  a  successor  for  him.  I  have  a  man  who  thinks  he  will  be  able 
to  be  here  about  10  days  from  now,  but  I  have  not  been  able  to  get  a 
definite  confirmation  on  that. 

Mr.  Clark.  In  the  meantime,  the  retention  of  those  men  is  contrary 
with  Administrative  Order  No.  4.    You  concede  that  ? 

Mr.  Reed.  I  don't  agree  to  that  because  Mr.  Nelson,  who  is  the  pro- 
mulgator of  those  orders,  knows  the  facts  and  is  thoroughly  acquainted 
with  the  situation  and  does  not  regard  these  instances  as  violations,  ex- 
cept as  technical  ones.  He  has  given  me  whatever  time  I  need  to  make 
those  replacements  without  interfering  with  the  job  that  we  are  trying 
to  do  down  here. 

Mr.  Clark.  I  see.  That  applies  to  Mr.  Brower,  the  branch  chief, 
who  was  formerly  under  the  Durable  Goods  Section.  Is  that  cor- 
rect ? 

Mr.  Reed.  Yes,  sir. 

Mr.  Clark.  You  changed  that,  didn't  you  ? 

Mr.  Reed.  Yes,  sir.     We  took  that  and  other  parts  of  the  Durable 

Goods  branch 

Mr.  Clark  (interposing).  You  transferred  that  particular  section 
out  of  the  Durable  Goods  branch  ? 
Mr.  Reed.  I  did. 

Mr.  Clark.  And  at  the  time  that  you  transferred  that  section,  was 
there  a  curtailment  order  ready  for  that  particular  industry? 

Mr.  Reed.  I  can't  answer  that  without  checking.  I  don't  know. 
Mr.  Clark.  What  was  the  purpose  in  taking  that  section  out? 
Mr.  Reed.  The  branch  was  altogether  too  large.  It  embraced  some 
one  hundred  and  fifty  odd  industries.  One  of  the  first  things  I  saw 
that  it  was  necessary  to  do  when  I  took  the  responsibility  for  those 
branches  was  to  break  them  down,  and,  as  you  know,  we  have  already 
created  ten  new  branches  since  I  got  the  original  fourteen.  The  Con- 
sumers' Durable  Goods  Branch  is  now  substantially  smaller  than  it 
was.  It  is  still  too  large,  in  my  judgment.  But  that  is  just  one  of 
the  steps  taken  to  break  away  units  and  sections  that  we  could  prop- 
erly set  up  as  branches  by  themselves.  That  had  no  connection  with 
any  order.     I  don't  know  what  you  are  talking  about,  but  I  assure 
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you  that  it  had  no  connection  with  any  order.  Do  you  mean  the  delay 
of  issuing  an  order  ? 

Mr.  Clark.  Well,  perhaps  I  could  make  myself  a  little  clearer. 

Mr.  Reed.  Thank  you. 

Mr.  Clark.  Our  records  show  that  there  were  numerous  conferences 
held  with  a  view  to  drastically  curtailing  the  metal  furniture  indus- 
try for  war  work.  "Wlien  an  order  was  drafted  and  ready  for  release, 
Mr.  Brower  was  brought  in  on  February  6,  the  section  was  taken  out 
of  the  Durable  Goods  Branch  and  put  in  another  branch  and  a  final 
order  wasn't  formulated  until  some  months  later,  April  1,  to  be  exact. 
I  would  like  to  know  whether  there  was  any  significance  in  transfer- 
ring the  section. 

Mr.  Reed.  None. 

Mr.  Clark.  None  whatever  ? 

Mr.  Reed.  None  whatever.  What  branch  of  the  industry  are  you 
speaking  of,  Mr.  Clark  ? 

Mr.  Clark.  Metal  furniture. 

Mr.  Reed.  Is  that  what  you  are  speaking  of  ? 

Mr.  Clark.  The  section  that  you  placed  Mr.  Brower  in  charge  of  and 
took  out  of  the  Durable  Goods  branch. 

Mr.  Reed.  There  has  been  an  order  out  before  April  1  on  that,  Mr. 
Clark. 

Mr.  Clark.  The  order  was  drafted  as  of  February  6  and  wasn't  re- 
leased until  a  month  and  a  half  later. 

Mr.  Reed.  I  think  you  are  mistaken.  There  has  been  an  order  out 
in  that  area  long  since. 

Mr.  Clark.  I  Avould  like  to  take  you  back  again  to  the  refrigerator 
question.  On  February  10,  our  information  is,  that  there  was  an 
accord  reached  by  the  interested  parties,  the  members  of  the  W.  P.  B. 
and  Civilian  Supf)ly,  setting  the  date  of  curtailment  as  of  March  31. 
Am  I  correct '? 

Mr.  Reed.  No. 

Mr.  Clark.  And  it  w^as  agreed  to  meet  the  following  day,  February 
11,  at  which  time  an  order  was  to  be  drafted.  On  February  11,  our 
information  shows,  Mr.  Evans  appeared  as  your  personal  representa- 
tive. He  had  been  there  for  only  4  days.  He  was  appointed  on  Feb- 
ruary 8.  However,  there  were  numerous  conferences  back  in  January 
and  February  on  this  particular  point.     Is  that  correct? 

Mr.  Reed.  There  had  been  discussions  on  the  question,  as  I  under- 
stand it,  yes;  I  hadn't  sat  in  any  of  them,  but  I  am  told  that  there 
had  been. 

Mr.  Clark.  So  these  interested  parties  had  a  pretty  good  knowledge 
of  the  situation,  did  they  ? 

Mr.  Reed.  By  "these  interested  parties,"  you  mean  the  members 
of  the  branch  ? 

Mr.  Clark.  That  is  right. 

Mr.  Reed.  Mr.  Hammersley  and  Mr.  Maury? 

Mr.  Clark.  Yes.  And  also  the  representative  of  Civilian  Supply, 
Mr.  Henderson's  representative.     Am  I  right? 

Mr.  Reed.  They  had  had  discussions,  so  I  am  informed,  before  that. 

Mr.  Clark.  And  when  Mr.  Evans  appeared,  he  appeared  with  a 
proposal,  didn't  he,  at  your  suggestion,  extending  that  curtailment 
date  to  June  30  rather  than  March  31? 

Mr.  Reed.  No  ;  that  isn't  an  accurate  statement. 

Mr.  Clark.  Well,  how  did  that  June  30  date  come  about? 
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Mr.  Reed.  I  have  stated  and  repeated  all  that  I  know  of  that  situa- 
tion. I  will  be  glad  to  do  it  again,  Mr.  Clark.  The  date  had  been 
discussed  at  this  February  meeting.  I  speak  from  hearsay  only.  I 
attended  neither  the  lOtli  nor  the  11th  meeting.  It  had  been  dis- 
cussed— this  March  31  date  that  you  have  spoken  of.  On  the  fol- 
lowing day,  they  were  talking  about  the  same  shut-down  date,  but  at 
that  point,  there  was  injected  into  the  picture,  as  reflected  in  the 
letter  that  came  from  Mr.  Henderson  to  Mr.  Knowlson,^  that  that 
was  not  an  honest  shut-down  date  and  that  there  was  going  to  be  an 
appeals  policy  that  would  in  effect  make  that  date  a  subterfuge  in  that 
they  would  carry  on  into  June  or  some  such  time. 

All  I  can  say  to  you  is  that  I  didn't  attend  the  conference.  I  am 
informed  by  Mr.  Evans  that  that  understanding  and  agreement  was 
never  reached,  that  Mr.  Stein,  who  was  at  the  meeting  for  Civilian 
Supply,  misunderstood  the  situation,  and  I  believe  he  did  charge,  as 
I  am  advised,  Mr.  Maury  with  saying,  "Oh,  well,  you  will  grant  all 
these  appeals  as  they  come  along  as  a  matter  of  course,  and  I  don't 
like  that." 

It  was  as  a  result  of  that  kind  of  misunderstanding  between  them 
that  that  letter  was  written.  At  no  time  did  Mr.  Evans  suggest,  so 
he  tells  me  and  so  he  has  testified  under  oath,  that  there  be  any  post- 
ponement of  the  shut-down  of  the  refrigerator  industry  to  June. 

Mr.  Clark.  Wasn't  the  basis  of  Mr.  Henderson's  memorandum  of 
February  12  the  fact  that  on  Februaiy  11  a  new  plan  was  proposed 
and  Mr.  Stein  reported  back  to  Mr.  Henderson  that  they  had  changed 
the  date  from  March  31  to  June  30?  And  they  reconvened  and 
discussed  Mr.  Henderson's  memorandum  ? 

Mr.  Reed.  I  think  if  you  will  read  that  memorandum  of  Mr.  Hen- 
derson's, you  will  find  that  the  date  was  not  changed  but  that  the 
effectiveness  of  the  date  was  changed,  that  an  appeals  policy  was  to 
be  utilized,  according  to  Mr.  Stein,  which  would  in  effect  guarantee 
that  Mr.  Maury  or  Mr.  Guthrie  or  whoever  had  to  pass  on  these 
appeals — and  in  fact,  I  think  he  mentioned  Mr.  Guthrie  would  pass 
on  these  appeals — would  be  granting  them  and  therefore  that  he 
couldn't  count  on  a  shut-down  as  of  March  31. 

Mr.  Clark.  When  Mr.  Evans  went  to  that  conference  February 
11,  he  went  with  the  knowledge  that  a  date  had  already  been  agreed 
upon,  didn't  he? 

Mr.  Reed.  I  don't  know. 

Mr.  Clark.  Don't  you  know  that? 

Mr.  Reed.  February  11?    I  am  not  sure. 

Mr.  Clark.  He  was  your  personal  representative.  Isn't  that  what 
we  are  to  understand? 

Mr.  Reed.  Yes. 

Mr.  Clark.  What  instmctions  did  you  give  him? 

Mr.  Reed.  I  gave  him  no  instructions. 

Mr.  Clark.  You  just  sent  him  in  as  an  expert? 

Mr.  Reed.  Sure,  exactly.  He  was  there  as  an  expert  who  knew 
something  about  the  industry,  and  he  was  there  as  a  consultant.  We 
have  a  great  many  consultants  in  these  branches,  who  come  from 
industries  and  are  there  simply  to  answer  questions,  to  give  technical 
data,  to  gather  statistics. 

1  Exhibit  No.  480,  appendix,  p.  5283. 
311932— pt.  12 — —6 
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I  gave  Mr.  Evans  at  no  time  any  instructions  as  to  how  he  should 
conduct  himself,  what  suggestions  he  should  make,  or  what  kind  of 
order  they  should  work  out.  I  made  it  very  clear  to  him  that  he 
was  down  there  for  the  very  reason  that  neither  Mr.  Knowlson  nor 
I  wished  to  take  part  in  any  way — and  we  didn't. 

Mr.  Clark.  A  compromise  date  was  reached,  April  30.  Is  that 
correct  ? 

Mr.  Reed.  It  wasn't  a  compromise  date.  It  was  a  date  which 
eveiybody — labor.  Civilian  Supply,  and  the  branch — agreed  on  as 
the  right  date — not  compromise,  but  the  right  date,  because  they 
wanted  the  industry  to  keep  manufacturing  until  April  30  to  provide 
a  stock  of  refrigerators  for  defense  housing,  for  Navy  or  Army,  for 
lend-lease,  for  export,  and  for  hospitals  and  other  things 

Mr.  Clark.  My  purpose  in  asking  the  question  is  that  the  continua- 
tion or  the  extension  of  the  date  corres]Jondingly  would  reduce  the 
materials  and  supplies  and  parts  which  could  have  been  conserved 
and  rededicated  to  the  war  effort. 

Mr.  Reeo.  In  fact,  there  was  very  little,  if  any,  new  material  re- 
quired. All  of  the  material  that  "went  into  refrigerators  during 
that  additional  thirty  days  was  frozen  at  the  manufacturers'  level 
and  is  held  for  rationing'  for  essential  civilian  or  military  require- 
ments. It  didn't  freeze  anything  up  as  far  as  commercial  sales  are 
concerned. 

Mr.  Clark.  Thank  you.  I  would  just  like  to  ask  one  more  ques- 
tion. During  the  period  since  you  took  over  until  March  14,  which 
happens  to  be  the  date  of  Mr.  Guthrie's  resignation,  our  records 
show  only  six  curtailment  orders  issued,  l^ut  from  the  March  14  date 
there  have  been  quite  a  number  of  them,  approximately  50. 

Mr.  Reed.  Will  you  repeat  that,  please?  Between  January  5  and 
March  14  there  were  six  curtailment  orders  issued  only? 

Mr.  Clark.  That  is  right. 

Mr.  Reed.  That  isn't  right. 

Mr.  Clark.  You  give  us  the  correct  figure. 

Mr,  Reed.  I  certainly  will. 

Mr.  Clark.  What  is  it? 

Mr.  Reed.  I  haven't  got  it  here,  but  I  know  that  is  wrong. 

Mr.  Clark.  Why  not  accept  ours  until  you  get  yours? 

Mr.  Reed.  I  know  the  figure  is  wrong,  Mr.  Clark. 

Mr,  Clark,  I  beg  your  pardon.  ,      .    » 

Mr.  Reed.  I  have  given  to  you  in  my  statement  the  information 
that  subsequent  to  March  14,  twenty-five  curtailment  orders  were  is- 
c^ued — major  ones,  important  ones.  There  were  actually  more  than 
that,  but  there  were  twenty -five  subsequent  to  March  14  that  amounted 
to  something. 

The  Chairman.  Our  records  here,  Mr.  Reed,  show  that  there  were 
six  previous  to  that  time  on  major  industries;  that  is,  automobiles, 
bicycles,  electric  ranges,  incandescent  lamps,  musical  instruments,  and 
lanterns;  and  that  after  that,  these  twenty-five  to  forty  orders  were 
issued  after  March  14.  We  were  just  wondering  if  the  hurry-up 
hadn't  been  brought  about  by  Mr.  Guthrie's  resignation. 

Mr.  Reed.  If  I  may  answer  that,  I  would  like  to  repeat  a  statement 
I  made  in  my  prepared  statement  right  to  the  point.  If  you  will 
excuse  me,  I  can  do  it  more  briefly  this  way. 

The  Chairman.  Proceed. 
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Mr,  Reed  (reading),!: 

Mr.  Guthrie  would  have  this  committee  believe  that  his  resignation  on  March 
14  has  had  the  effect  of  convincing  the  War  Production  Board  that  all-out  con- 
version is  essential — 

The  Chairman.  I  don't  claim  that  it  convinced  the  Board  that  all- 
out  conversion  was  essential.  I  think  probably  they  were  convinced, 
but  they  have  moved  a  little  faster,  I  think,  as  a  result  of  it. 

Mr.  Reed  (continuing). 

Aaid  that  the  numerous  limitation  and  shut-down  orders  which  have  been 
issued  since  March  14  have  been  the  direct  result  of  Mr.  Guthrie's  departure 

which  is  closer  to  your  point. 

The  Chairman.  That  is  the  point,  exactly. 
Mr.  Reed  (continuing). 

For  this  reason  I  had  the  records  reviewed  yesterday  afternoon  and  I  wish 
to  present  as  an  exhibit  for  the  record 

it  is  attached  to  your  mimeographed  copies — 

a  list  of  the  25  important  limitation  orders  which  have  been  issued  by  the  War 
Production  Board  since  Marcli  34. 

That  is  the  day  Mr.  Guthrie  left. 

This  exhibit  indicates  the  approximate  date,  taken  from  the  work  records 
of  the  Industry  Brandies,  when  the  iirst  draft  of  the  order  was  prepared.  Of 
these  25  orders,  23  had  been  developed  to  a  point  which  enabled  counsel  to  make 
a  first  draft  of  the  final  order  before  Mr.  Guthrie's  departure.  In  other  words, 
23  of  the  25  orders  were  well  under  way  at  that  time.     These  orders — 

and  this  is  to  your  point,  Mr.  Clark — 

are  in  addition  to  48  curtailments  or  shut-down  orders  whicli  had  been  issued  in 
the  weeks  prior  to  Mr.  Guthrie's  resignation. 

That  compares  with  your  figure  of  six.  I  don't  understand  the 
difference,  but  I  will  be  glad  to  have  them  analyzed. 

The  Chairman.  I  will  appreciate  it. 

Mr.  Reed.  Also  a  total  of  91  conversion  orders. 

Mr.  Clark.  I  will  accept  that.  I  understand  it  is  six  in  the  durable 
goods  industries. 

Mr.  Reed.  I  see. 

Mr.  Clark.  That  referred  to  the  durable  goods  industries. 

Mr.  Reed.  I  didn't  get  that  break-down  of  it,  Mr.  Clark. 

Mr.  Clark.  In  that  connection,  did  Mr.  Knowlson  issue  a  memo- 
Tandum  on  March  16  calling  upon  the  branch  chiefs  to  expedite  all 
curtailment  orders,  to  get  them  off  their  desks  ? 

Mr.  Reed.  Yes;  he  did;  addressed  to  the  branch  chiefs,  yes,  and 
also  to  the  Bureau  of  Priorities,  to  clear  them. 

Mr.  Clark.  In  other  words,  they 

Mr.  Reed  (interposing).  There  were  a  number  of  orders  that  were 
in  the  works,  in  the  mill,  and  we  had  had  several  discussions  on  it. 
I  was  out  of  town  at  that  particular  date.  We  had  had  a  number 
of  discussions  on  how  to  expedite,  how  to  speed  up  the  work,  and 
that  was  not  the  first  time  that  had  been  done.  It  had  been  done 
the  week  before.  Also,  and  on  a  broader  scale,  study  was  made  of 
oil  the  orders  that  were  in  process  in  the  branches,  and  then  we  gave 
them  a  date  to  shoot  at  and  said,  "It  must  be  out  by  such  and  such 
a  date,"  in  order  to  expedite  it.  That  is  right.  But  those  discussions 
w  ere  before  Mr.  Guthrie  departed. 
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Mr.  Clark.  Could  you  tell  us,  Mr.  Eeed,  the  date  of  the  first 
administrative  order  setting  out  the  procedure  regarding  conver- 
sion, the  first  plan  of  procedural  machinery  to  be  followed  regarding 
conversion  under  your  jurisdiction? 

Mr.  Reed.  I  think  that  you  will — do  you  mean  the  first  written 
one? 

Mr.  Clark.  That  is  right.  I  assume  you  had  written  memoranda 
to  guide  these  branch  chiefs. 

Mr.  Reed.  I  think  you  will  find  in  the  minutes,  which  were  de- 
livered in  each  case  to  the  branch  chiefs,  of  staff  meetings  that  about 
the  1st  of  February  the  procedure  to  be  followed  by  the  branch  chiefs 
in  connection  with  conversion  was  outlined.  It  was  within  a  week 
or  10  days  after  that.  Remember,  again,  that  the  War  Production 
Board's  reorganization  was  effective  January  26.  It  was  about  10  days 
after  that  that  I  engaged  a  full-time  specialist  on  this  subject  of 
conversion,  Mr.  W.  B.  Murphy,  who  has  been  studying  ever  since 
and  who  has  been  working  witli  the  branch  chiefs  since  sometime  late 
in  March,  as  I  recall  it.  After  he  had  three  times  addressed  the 
branch  chiefs  in  staff  meetings  and  had  given  them  specific  instruc- 
tions, his  procedures  as  he  had  developed  them  to  date,  were  formal- 
ized in  a  communication  which  I  sent  to  the  branch  chiefs. 

Does  that  answer  your  question,  Mr.  Clark? 

Mr.  Clark.  Only  for  the  fact  that  our  records  show  that  the  first 
order  was  February  23,  and  that  there  was  a  subsequent  order  of 
March  17  reaffirming  that  policy.  So  up  to  February  23  you  had  no 
written  plan  or  formula  for  this  conversion  program.  Is  that  a 
correct  statement  on  my  part  ? 

Mr.  Reed.  I  would  have  to  check.  I  would  say  that  the  minutes 
of  our  staff  meetings  I  know — I  don't  think,  I  know — they  showed 
discussions  and  specific  instructions  to  branch  chiefs  earlier  than 
that.  As  I  say,  I  had  a  full-time  man  working  on  nothing  else  and 
talking  to  them  every  day,  beginning  about  tlie  10th  of  February. 

Mr.  Clark.  I  said  the  first  written  plan. 

Mr.  Reed.  That  may  be.  I  don't  know.  I  don't  deny  it,  but  I 
would  have  to  search  in  order  to  be  sure. 

The  Chairman.  Senator  Ball? 

Senator  Ball.  Mr.  Reed,  Mr.  Guthrie  criticized  the  permission  to 
the  radio  industry  to  use.  he  said,  enouo-h  aluminum  in  January  and 
February  to  have  made  three  bombers  a  month ;  in  other  words,  let- 
ting them  use  up  their  inventories  continuing  in  civilian  production. 
I  take  it  from  your  previous  testimony  that  you  feel  that  that  was 
justified  to  keep  together  their  skilled  workmen,  their  production 
force. 

Mr.  Reed.  Yes,  sir. 

Senator  Ball.  In  the  long  run,  that  was  the  most  efficient  policy? 

Mr.  Reed.  Exactly,  and  that  is  frequently  so.  You  can  set  the  war 
effort  back  terribly  by  pinching  pennies  and  wasting  pounds  in  this 
matter  of  material.  There  are  other  things  than  material  involved 
in  production.  There  is  labor,  and  there  are  skilled  and  integrated 
working  forces  and  facilities.  And  it  is  a  matter  of  balance,  and  each 
one  has  to  be  considered.  The  very  fact  that  the  Under  Secretary 
of  War  himself  got  into  that  radio  thing  and  made  the  point  that 
we  must  not  let  those  organizations  and  trained  labor  be  lost  and 
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destroyed  for  lack  of  materials  indicates  that  you  can't  be  dogmatic 
about  this  matter  of  conversion  and  of  shut-down. 
^  Senator  Ball.  The  fact  is  that  they  have  been  shown  more  con- 
sideration, probably,  because  we  need  the  production  facilities  more 
and  they  are  more  important  to  the  effort  than  these  smaller  outfits 
scattered  over  all  the  country. 

Mr.  Reed.  This  applied  to  all  the  radio  manufacturers,  large  and 
small. 

Senator  Ball.  But  most  of  them  are  large. 

Mr.  Reed.  As  a  matter  of  fact,  tlie  larger  ones  didn't  really  need 
that. 

Senator  Ball.  They  didn't? 

Mr.  Reed.  They  didn't  need  that.  They  were  all  so  far  converted 
over,  anyway,  to  the  war  work,  producing  secret  and  other  radio 
apparatus. 

Senator  Ball.  Yes.  In  view  of  your  statement  that  Guthrie  never 
talked  to  you  about  firing  any  of  his  assistants 

Mr.  Reed  (interposing).  About  firing? 

Senator  Ball.  Yes;  about  getting  rid  of  any  of  his  assistants,  I 
would  like  to  have  your  comment  on  this  portion  of  his  testimony.  He 
is  talking  about  a  shortage  of  textile-producing  capacity  which  he 
claims  made  it  essential  to  plan  production  ahead  and  stock  pile. 

He  said :  ^ 

Mouths  ago  I  directed  the  consultant  in  charge  of  cotton  textiles,  Mr.  Walton, 
to  prepare  such  a  program.  His  inability  to  complete  such  a  program  within 
a  reasonable  time  led  to  my  decision,  early  in  March,  to  make  him  my  deputy 
in  an  advisory  capacity  without  any  executive  responsibilities,  replacing  him 
as  chief  of  the  cotton  section.  Mr.  Reed  approved  this,  but  Mr.  Walton  refused 
to  accept  the  change.  Coincident  with  his  refusal,  Mr.  Houghton,  Mr.  Reed's 
deputy,  informed  me  that  the  branch  was  to  be  split  in  two  and  that  I  might 
continue  as  Chief  of  the  Clothing  and  Leather  Goods  Branch. 

Mr.  Reed.  That,  you  may  recall,  happened  after  there  had  been 
a  very  serious  blow-up  under  Mr.  Guthrie  among  his  own  people  in 
the  Textile  Section  of  that  branch.  They  had  threatened  mass 
resignations,  and  the  matter  had  come  to  my  attention  throuo;h  Mr. 
Rice  who  is  referred  to  there,  reporting  to  his  chief,  Mr.  MacKeachie. 
When  I  learned  of  it  I  then  talked  with  Rice  and  MacKeachie  with 
Colonel  Stevens  in  the  Quartermaster  Department,  and  discovered 
that  conditions  underneath  Guthrie  were  bad,  that  his  people  were 
most  unhappy,  and  they  weren't  able  to  work  with  him,  and  that  his 
attitude  and  manners  were  such  that  they  just  weren't  able  to  get 
together.    They  weren't  able  to  get  along. 

Senator  Ball.  This  is  the  first  I  have  heard  of  this.  When  did  this 
blow-up  happen? 

Mr.  Reed.  It  has  all  been  covered  very  thoroughly  in  the  testimony 
before  the  other  congressional  committee. 

Senator  Ball.  I  haven't  read  that.     When  did  this  occur  ?^ 

Mr.  Reed.  February  24  the  members  of  this  Textile  Section  had  a 
dinner,  as  I  recall  it,  at  which,  it  was  later  stated,  they  were  preparing 
to  resign  in  a  body  and  make  a  petition  to  Mr.  Nelson  about  Mr.  Guth- 
rie and  their  inability  to  work  with  him  and  his  inability  to  handle  his 
job.  That  came  to  me  through  Mr.  Rice's  hearing  about  it  and  going 
to  Mr.  MacKeachie.    That  is  what  created  this  review  of  the  situation 


^  Supra,  p.  4965. 
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down  in  his  branch,  and  that  is  the  first  time  we  learned  that  he  was 
not  on  top  of  it,  that  he  w^as  not  able  to  compose  differences;  as  they 
described  it  to  ns,  he  was  exceedingly  arrogant  and  egotistical  and 
they  couldn't  get  along  with  him.  He  surrounded  himself  with  these 
young  and  able  young  men  who,  however,  didn't  know  the  industrial 
technique.  It  is  just  a  question  of  personalities  and  management.  Mr. 
Guthrie  w^asn't  able  to  deal  with  them,  that  is  all.  As  a  result  of  that, 
I  talked  with  a  number  of  them — Walton,  Marriner,  Leary,  the  counsel, 
and  several  others,  Stevens,  who  was  in  the  branch,  and  I  had  a  long 
talk  with  Mr.  Guthrie  himself.  My  objective  and  my  effort  was  to 
make  peace.  I  recognized  that  the  pressures  were  such  that  people  fly 
off  the  handle  sometimes,  and  I  thought  I  had  it  fixed.  We  recognized 
certain  weaknesses  in  the  organization,  and  it  was  as  a  result  of  that 
that  he  speaks  of  Mr.  Walton  having  been  transferred  to  a  deputyship 
of  the  branch.  When  I  left  for  a  10  days'  absence,  I  thought  that  the 
matter  was  going  to  w^ork  itself  out.  In  my  absence,  it  didn't,  and 
there  were  other  flare-ups,  and  it  became  necessary  for  Mr.  Houghton, 
who  is  my  deputy  and  who  was  acting  in  my  absence,  to  decide  what 
to  do.  We  had  previously  considered,  in  line  with  our  policy  of  making 
these  large  branches  smaller,  talking  to  Mr.  Guthrie  about  cutting 
up  that  branch  of  his,  and  I  told  him  that  it  must  happen. 

It  takes  in  all  leather  goods,  all  clothing,  all  fibers,  all  textiles.  It 
is  too  much.  It  ought  logically  to  be  smaller,  and  so  Mr.  Houghton 
said,  "All  right.  We  are  up  against  this  kind  of  impasse  now.  We 
will  split  up  the  Textile  Section  of  Mr.  Guthrie.  We  will  leave  him 
to  remain  as  chief  of  the  Leather  Goods  Section  and  of  the  Clothing 
Section,  which  in  itself  is  a  man-sized  job,  and  we  will  move  out  the 
Textile  Section  because  they  just  can't  get  along  together  and  we  can't 
deal  in  personalities.  We  have  to  get  this  job  done."  It  was  then  that 
Mr.  Guthrie  decided  that  he  couldn't  stay  on,  that  he  went  to  see  Mr. 
Nelson,  and  left. 

Senator  Bai.l.  Did  you  split  up  the  section?    Have  you  done  so? 

Mr.  Reed.  No;  Mr.  Guthrie  left,  and  Mr.  Ben  Alexander  has  been 
acting  as  chief.  I  want  to  and  I  will  as  soon  as  I  am  able  to  find  just 
the  right  kind  of  man  who  is  not  from  the  industry  who  I  am  satisfied 
can  step  in  and  not  impede  the  operation  there,  you  see. 

Senator  Ball.  Where  is  Alexander  from? 

Mr.  Reed.  He  is  president  of  Masonite  Co.,  a  building-materials 
concern. 

Senator  Brewster.  W^hen  I  was  interrupted  by  a  definition  of  the 
limits  within  which  this  examination  might  be  conducted,  there  was 
one  point  which  I  hadn't  developed  wdiich  perhaps  comes  within  the 
scope  of  this  inquiry. 

Mr.  Reed.  Excuse  me.  Perhaps  I  shouldn't  have  interrupted  at  all. 
But  I  think  my  own  position  as  a  W.  P.  B.  official  probably  should  not 
be,  from  the  standpoint  of  Mr.  Nelson  and  all  his  associates,  confused 
w^ith  my  work  as  a  General  Electric  man;  and  I  spoke  from  that 
standpoint  and  from  only  that  standpoint.  I  would  be  delighted  to 
comment  on  it. 

Senator  Brewster.  I  think  that  it  will  be  desirable  in  view  of  the 
fact  that  it  has  been  brought  out.  As  you  recognize,  I  think,  it  would 
be  desirable  to  clear  it  up  as  rapidly  as  possible. 

Mr.  Reed.  I  agree. 
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Senator  Brewster.  I  realize  this  isn't  the  day  to  do  it.  Yon  did  use 
the  phrase,  I  think,  that  in  the  problems  which  were  presented,  you 
felt  that  the  dollar-a-year  men  tended  to  lean  over  backward  to  avoid 
any  suggestion  of  self-interest  or  selfish  interests. 

Mr.  Reed.  Yes,  sir. 

Senator  Brewster.  Do  you  realize  that  the  implication  of  that  is 
that  a  possibly  wrong  decision  might  be  made  because  of  your  personal 
complication  ? 

Mr.  Reed.  You  mean  wrong  in  the  sense  of  furthering  the  war 
effort? 

Senator  Brewster.  From  the  Government  standpoint,  yes.  That 
you  lean  over  backward,  of  course,  implies  that  you  go  to  the  limit  to 
avoid  anything  that  savors  of  selfish  influence. 

Perhaps  your  concern  ought  to  have  a  war  order,  and  you  hesitate 
because  of  your  identification. 

Mr.  Reed.  Possible,  but  remote,  Senator. 

Senator  Brewster.  I  wouldn't  want,  in  any  discussions  which  may 
follow  this  thing,  to  have  any  implication  in  my  questioning  that  I,  at 
any  rate,  have  formed  any  final  conclusions  on  this  dollar-a-year  mat- 
ter. I  assume  that  certainly  none  of  you  are  going  home  in  a  peeve 
because  we  have  asked  questions.  I  hope  and  believe  that  our  motives 
are  as  pure  as  yours,  and  we  want  to  get  at  this  thing  right.  I  do  think 
you  have  got  seriously  to  examine  this  question  of  the  large  compensa- 
tion of  cloUar-a-year  men  with  the  implications  that  you  can't  get  on 
less.  That  is  as  far  as  I  want  now  to  go,  and  I  certainly  don't  want  to 
embarrass  ^Ir.  Nelson  by  hampering  his  effort.  He  feels  he  is  depend- 
ent on  you ;  and,  as  lorig  as  that  prevails,  we  certainly  don't  want  to 
rock  the  boat. 

The  Chairman.  Well,  I  want  to  say  to  the  Senator  from  Maine  that 
the  letter  on  which  he  had  started  to  question  Mr.  Reed  had  reference 
to  the  rubber  situation  and  referred  to  the  General  Electric  Co.'s  inter- 
est in  that  rubber  situation,  and  we  are  continuing  the  rubber  hearings 
at  a  later  date  and  Mr.  Reed  will  be  given  a  chance  to  answer  and  dis- 
cuss that  memorandum  in  his  capacity  as  president  of  the  General 
Electric  Co.  He  is  down  here  now  as  an  officer  of  Mr.  Nelson's  organi- 
zation, and  I  simply  made  the  ruling  on  that  because  I  didn't  want  to 
mix  them  up.  I  wanted  to  ask  you  one  question,  Mr.  Reed  and  then,  as 
far  as  I  am  concerned,  we  are  through.  Are  you  in  accord  with  Mr. 
Nathan's  memorandum,  which  was  read  into  the  record  yesterday,  with 
cutting  out  red  tape  on  this  conversion  program? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Are  there  any  other  questions  ?  The  committee  will 
recess  until  10 :  30  tomorrow,  when  Mr.  Nathan  and  Mr.  Knowlson 
will  be  the  witnesses. 

(Whereupon,  at  1:15  the  committee  adjourned  until  10:30  a.  m., 
Thursday,  April  16,  1942.) 
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United  States  Senate, 
Special  Committee  to  In\'estigate 

THE  National  Defense  Program, 

Washington,  D.  C. 
The  committee  met  at  10:40  a.  m.,  pursuant  to  adjournment  on 
Wednesday,  April  15,  1942,  in  Room  318,  Senate  Office  Building, 
Senator  Harry  S.  Truman  presiding. 

Present:  Senators  Harry  S.  Truman  (chairman);  Harold  H. 
Burton,  and  Ralph  O.  Brewster. 

Present  also:  Mr.  Charles  P.  Clark,  Acting  Chief  Counsel. 
The  Chairman.  The  committee  will  come  to  order. 
Mr.  Nathan,  have  you  been  sworn  with  this  committee? 
Mr.  Nathan.  No,  sir;  I  have  not. 

The  Chairman.  Do  you  solemnly  swear  to  tell  the  truth,  the  whole 
truth,  and  nothing  but  the  truth  in  the  testimony  you  are  about  to 
give  before  the  committee,  so  help  you  God? 
Mr.  Nathan,  I  do. 

The  Chairman.  Be  seated,  Mr.  Nathan.  Will  you  please  give  your 
name  to  the  reporter? 

TESTIMONY  OF  ROBERT  R.  NATHAN,  CHAIRMAN,  PLANNING 
COMMITTEE,  WAR  PRODUCTION  BOARD 

Mr.  Nathan.  Robert  R.  Nathan. 

The  Chairman.  What's  your  position  with  the  Government,  Mr. 
Nathan  ? 

Mr.  Nathan.  At  the  present  time  I  am  chairman  of  the  planning 
committee  of  the  War  Production  Board. 

The  Chairman.  What  was  your  position  before  that? 

Mr.  Nathan.  Before  that  I  was  chief  of  the  Requirements  Branch 
in  the  Bureau  of  Research  and  Statistics  of  the  War  Production 
Board. 

The  Chairman.  And  had  you  been  with  the  Government  previous 
to  that  time  ? 

Mr.  Nathan.  Yes;  I  had  been  with  the  Government  for  some  7% 
years  prior  to  being  with  the  war  effort,  having  been  with  the  De- 
partment of  Commerce  for  many  years. 

The  Chairman.  What  was  your  position  in  the  Department  of 
Commerce  ? 

Mr.  Nathan.  Chief  of  the  National  Income  Division  in  the  Bureau 
of  Foreign  and  Domestic  Commerce,  taking  charge  of  studies  in  the 
field  of  income. 
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The  Chairman.   You  are  still  on  a  Government  salary  in  this 
position  in  which  you  now  serve? 
Mr.  Nathan.  Yes,  sir. 

The  Chairjvian.  That  is,  you  are  not  on  a  dollar-a-year  basis? 
Mr.  Nathan.  No,  sir. 

POLICY    OF    RAPID    CURTAILMENT    OF    CIVILIAN    PRODUCTION    TO    EXPEDITE 

CONVERSION  PROGRAM 

The  Chairman.  You  sent  a  memorandum  to  INIr.  Nelson,  I  believe, 
Mr.  Nathan,  in  re^jard  to  conversion,  which  was  read  into  this  record 
the  other  day,  and  I  would  like  to  know  the  reason  for  you  sending 
that  memorandum  to  Mr.  Nelson. 

Mr.  Nathan.  I  mic;ht,  if  I  may,  Mr.  Senator,  mention  that  the 
plannino;  committee  was  first  ap])ointed  about  the  middle  of  February, 
and  that  committee  has  stepped  into  a  number  of  problems  concerning 
policies  peculiar  to  the  War  Production  Board.  One  of  the  problems 
that  it  had  not  entered  into  officially  was  that  of  conversion,  but  in 
the  middle  of  March  I  personally  sent  this  memorandum  to  Mr.  Nelson, 
feeling  that  it  was  necessary  for  us  to  curtail  the  production  of  con- 
sumer durable  goods  very  rapidly  and  very  sharply  in  order  that 
both  the  materials  which  were  Ixnng  consumed  then  in  the  production 
of  these  consumer  durable  goods  would  be  made  available  for  the 
war  eifort,  and  the  machinery  and  equii^ment  which  were  being  used 
in  the  production  of  these  goods  would  be  made  available  for  fabri- 
cating war  products. 

The  Chairman.  Had  any  steps  in  that  direction  been  taken  before 
you  sent  this  memorandum,  by  the  section  of  the  War  Production 
Board  that  had  that  in  charge? 

Mr.  Nathan.  Yes;  there  had  been  a  number  of  orders  issued,  start- 
ing many  months  ago,  cutting  down  on  the  production  of  many  con- 
sumer durable  goods,  one  of  the  first  being  the  automobile  order  which, 
if  I  recall  rightly,  was  initiated  in  the  spring  of  1911,  providing  for 
a  50-percent  curtailment  of  automobile  production  in  the  model  year 
1942;  and  then  subsequently,  in  January  of  1942,  the  passenger- 
car  production  was  completely  curtailed.  During  the  fall  and  winter 
months  of  1941  and  1942  there  were  a  number  of  orders  issued  which 
curtailed  percentagewise  the  production  of  many  consumer  durable 
goods;  and  in  the  spring  of  1942 — that  is,  some  months  ago — there  were 
orders,  I  know,  in  process  of  preparation  which  were  going  to  provide 
for  the  complete  curtailment  and  complete  cessation  of  production  of 
these  goods. 

I  might  say,  Mr.  Senator,  that  being  in  the  planning  side  rather 
than  in  the  operating  side  of  the  War  Production  Board,  I  am  not 
completely  familiar  with  every  detail  of  every  order  nor  with  the 
negotiations  that  were  proceeding  or  taking  place  in  the  determination 
of  these  orders,  but  T  was  very  much  interested  in  the  general  results 
of  the  orders  and  what  general  tendencies  and  general  trends  were 
taking  ])lace  in  the  curtailment  of  civilian  goods  production  and  in  the 
conversion  of  these  industries. 

The  Chairman.  Was  there  some  objection  to  the  "immediate  conver- 
sion of  the  durable-goods  industries  into  war  production? 

Mr.  Nathan.  Undoubtedly  there  was  resistance  by  industries  in 
certain  areas  against  giving  up  the  production  of  normal  civilian 
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goods,  certainly  by  some  companies.  The  conversion  of  a  plant  from 
the  production  of  civilian  goods  to  the  production  of  war  goods  is  not 
an  easy  matter.  It  means  giving  up  the  production  to  which  firms 
have  been  accustomed  over  years;  it  means  giving  up  the  markets,  the 
channels  of  distribution;  it  means  giving  up  efficient  and  profitable 
operations  for  uncertainty,  for  products  which  are  difficult  to  make, 
which  provide  many  technical  and  challenging  problems  to  them.  It 
means  entering  into  uncertainty  instead  of  an  area  of  much  greater 
certainty;  it  means  for  some  companies,  unless  the  conversion  is  done 
industry-wide,  the  giving  up  of  competitive  advantages  to  others  in 
the  same  industry ;  and  by  and  large,  I  think  we  must  realize  that  the 
curtailment  of  durable-goods  production  and  conversion  of  peace- 
time industries  to  war  production  is  a  difficult  and  a  hard  task  to  per- 
form and  a  hard  task  to  accomplish,  and  not  one  which  is  readily 
acceptable  and  readily  received,  and  I  believe,  not  one  which  can  be 
expected  on  a  completely  and  wholly  voluntary  basis. 

The  Chairman.  I  notice  here  in  your  memorandum  that  you  say :  ^ 

These  seem  like  drastic  recommendations.  Attempts  to  put  them  into  action 
will  be  answered  by  saying  that  we  need  more  information ;  that  we  shoiild  not 
proceed  so  precipitously  without  malting  sure  that  the  inventory  of  the  needed 
goods  is  suffiT-ient  or  that  the  necessary  military  and  civilian  requirements  can 
be  fed  from  this  inventory. 

Mr.  Nathan.  In  almost  every  case,  as  I  understand  it,  Mr.  Senator, 
there  have  been  requests  that  there  be  a  survey  made  of  what  inven- 
tories were  in  process.  There  is  a  real  question,  that  is  not  a  closed- 
and-shut  case,  as  to  when  an  industry  should  be  converted;  when  an 
industry  should  be  shut  down;  when  the  civilian-goods  production 
should  be  curtailed.  In  some  cases  the  industries  come  in,  as  I  gather 
it,  with  a  statement  concerning  a  vast  quantity  of  fabricated  materials 
which  will  require  only  assembly  operations  and  the  product  can  con- 
tinue to  be  produced  with  relativelv  little  effort.  In  other  cases,  the 
inventories  are  less  adequate  and  they  need  some  new  raw  materials 
for  fabrication  purposes.  Frankly,  I  believe  that  if  curtailment  of 
consumer-goods  industries  is  based  entirely  on  what  inventories  they 
have  available  to  them  and  giving  them  time  to  process  and  fabricate 
and  assemble  these  inventories,  there  is  going  to  be  a  great  deal  of 
time  and  a  great  deal  of  materials  lost  in  continuing  the  production  of 
civilian  goods  rather  than  getting  those  materials  into  war  production 
quickly  and  getting  those  industries  into  war  production. 

The  Chairman.  Are  you  acquainted  with  Mr.  Guthrie? 

Mr.  Nathan.  I  never  met  the  gentleman,  sir. 

The  Chairman.  You  heard  something  about  what  he  testified  to 
before  this  committee,  I  presimie? 

Mr.  Nathan.  Yes,  sir. 

The  Chairman.  And  before  the  House  committee."  Are  you  in 
agreement  with  Mr.  Guthrie's  contentions  that  there  had  been  an 
effort  on  the  part  of  Mr.  Reed,  we'll  say,  to  prevent  the  conversion  of 
industry  to  war  production? 

Mr.  Nathan.  Truthfully,  Mr.  Chairman,  I  don't  know  whether 
there  is  really  any  justification  in  the  one  contention  or  the  other, 
because  I  never  sat  in  any  of  the  industry  branch  meetings.  I  never 
sat  in  any  of  the  discussions  concerning  the  curtailment  or  conversion 


^  See  Exhibit  No.  490.  supra,  p.  4977. 

^  A  subcommittee  of  the  House  Military  Affairs  Committee. 
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of  any  particular  industry.  My  views  on  this  whole  matter  of  con- 
version stem  from  observing  these  orders  and  what  the  provisions 
are,  and  I  frankly  feel  very  strongly,  as  indicated  in  this  memo- 
randum, that  the  conversion  of  consumer  goods  industries  must  be 
prompt  and  it  must  be  vigorous,  and  it  must  be  in  some  measure 
arbitrary;  and  whether  or  not  in  the  industry  branches  and  in  the 
discussion  relative  to  various  industries  there  were  points  of  views 
that  were  contrary  and  whether  it  was  Mr.  Guthrie  or  Mr.  Reed  that 
was  in  the  right,  I  frankly  don't  know.  But  I  do  feel  that  the 
conversion  must  be  prompt  and  must  be  vigorous  and  must  be  rapid. 

The  Chairman.  Well,  now,  in  making  your  surveys,  plans  for 
these  conversions,  how  much  weight  do  you  give  to  the  civilian 
necessities?  For  instance,  when  the  truck  manufacturers  were  pro- 
hibited from  making  more  trucks,  was  any  consideration  given  in 
your  plans  for  the  making  of  parts  to  keep  the  trucks  running — 
those  that  were  on  the  road  ? 

Mr.  Nathan.  I  never  had  anything  particularly  to  do  with  it 
myself,  but  the  planning  committee  is  now  interested  in  this  problem 
and  what  criteria  should  govern  this  whole  matter  of  limitation  of 
conversion.  I  think  that  certainly  we  must  realize  that  in  the  war 
program  the  success  of  war  production  depends  in  some  measure — 
in  considerable  measure — on  continuing  and  maintaining  essential — 
critically  essential — civilian  production.  If  we  need  trucks  to  trans- 
port materials  that  are  related  to  the  war  effort  or  essential  civilian 
materials,  we  must  provide  for  the  spares  and  replacements.  But  I 
believe,  on  the  other  hand,  that  we  must  be  very,  very  critical  of  what 
these  civilian  demands  are — these  essential  civilian  demands — and 
we  must,  I  believe,  try  to  bend  over  backwards  in  cutting  down  these 
estimates  of  civilian  requirements. 

The  Chairman.  Tliere  isn't  any  question  but  that  most  of  the 
civilians  are  interested  primarily  in  the  war  effort  carried  to  the 
^th  degree,  but  you  must  also  bear  in  mind  that  in  order  to  carry 
that  war  efforts  to  the  nth  degree  you  have  got  to  keep  the  wheels 
rolling  back  home  just  the  same  as  you  have  on  the  front.  I  just 
wonder  whether  your  planning  board  has  given  that  phase  of  the 
situation  consideration,  particularly  with  respect  to  transportation. 

Mr.  Nathan.  We  haven't  officially,  Mr.  Chairman. 

The  Chairman.  Don't  you  think  you  ought  to  do  so? 

Mr.  Nathan.  Definitely.  We  are  just  starting  in  on  that  con- 
version problem  now.  I  certainly  agree  with  you  that  the  essential 
civilian  operations  that  are  really  closely  related  to  the  war  effort 
must  be  given  consideration.  But  I  might  add  this:  That  I  think 
the  American  people  are  so  completely  and  wholly  dedicated  and 
determined  to  have  this  war  won  and  won  quickly  that  they  are 
going  to  be  willing  to  do  lots  of  things  which  we  may,  offhand,  not 
be  assured  of.  Take,  for  instance,  the  case  of  filing  cabinets  or 
safes  or  typewriters.  I  believe  that  if  the  Government  made  an 
appeal,  and  it  probably  will,  for  people  to  turn  over  their  type- 
writers, turn  over  their  'filing  cabinets,  turn  over  safes  that  are  abso- 
lutely of  necessary  use  to  the  Government  in  order  to  continue  direct 
war  operations  or  essential  civilian  operations,  I  think  that  the 
response  would  be  quite  impressive. 

The  Chairman.  I  don't  think  there  is  a  doubt  in  the  world  about 
that.     I  think  they  will  do  anything  to  help  win  this  war.     But  what  I 
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am  getting  at  is  whether  your  planning  board  has  gone  into  this  situ- 
ation in  such  a  way  so  that  it  won't  be  necessary  to  have  another  pots- 
and-pans  fiasco.  We  don't  want  any  more  foolishness  like  that,  be- 
cause that  takes  the  morale  away  instead  of  adding  to  it. 

Mr.  Nathan.  You  are  absolutely  right,  Mr.  Chairman.  We  are  just 
getting  into  this  whole  matter  of  conversion  and  the  principles  which 
should  guide  conversion  and  concentration  of  production. 

Senator  Burton,  Mr.  Nathan,  I  am  interested  in  your  approach  to 
the  question  of  conversion,  because,  I  take  it,  the  conversion  will  be  suc- 
cessful in  proportion  to  the  amount  of  forethought  that  is  given  to  the 
way  in  which  it  is  done.  When  it  is  done  it  is  very  difficult  to  back- 
track and  undo  what  you  have  done.  Therefore,  I  gather  that  your 
first  test  is,  Are  there  raw  materials  being  used  in  some  nondefense 
industry  that  are  essential  in  defense  industry  ?  Is  there  some  manu- 
facturing equipment  being  used  there  that  is  essential  in  defense  indus- 
try? Having  determined  that,  then  that  is  the  primary  factor  in  your 
reasoning  ? 

Mr.  Nathan.  That  is  right. 

Senator  Burton.  And  then  you  would  convert.  But  it  seems  to  me 
that  your  particular  contribution  can  be  made  in  the  way  in  which  you 
convert,  assuming  that  you  do  find  that  there  are  materials  needed  for 
defense  purposes  and  there  are  facilities  needed  for  defense  purposes. 
Now,  you  don't  want  the  result  of  conversion  to  be  an  idle  plant  from 
which  you  have  taken  away  materials.  You  want  to  set  that  to  work 
immediately  on  defense  work.  Does  your  planning  division,  there- 
fore, go  into  both  the  matter  of  stopping  the  nondefense  operation 
and  the  substitution  for  it  of  a  defense  operation  so  as  to  avoid 
idleness  and  lack  of  use  of  existing  facilities? 

Mr.  Nathan.  I  believe,  Mr.  Senator,  that  that  two-sided  aspect  of 
conversion  is  very,  very  important.  The  one  is  the  curtailment  in 
order  to  save  the  raw  materials  and  in  order  to  make  available  the 
equipment  for  war  work.  That  is  the  one  side  of  the  picture.  The 
other  side  is  seeing  to  it  that  these  plants  get  war  work.  I  think  both 
of  those  are  very  important  and  rather  complicated.  I  believe  that 
on  the  one  side,  the  curtailment  of  industries,  the  closing  down  of 
civilian  goods  production  helps  the  second.  The  automobile  industry 
did  receive  large  contracts  in  1940  and  in  1941.  But  the  very  substan- 
tial proportion  of  those  contracts  were  for  brand  new  plants.  It  really 
wasn't  until  the  decision  was  made  to  close  that  industry  and  close  it 
down  tight  in  terms  of  passenger-car  production  tliat  you  began  to  get 
a  tremendous  volume  of  contracts  placed  in  the  automobile  industry.^ 

Now,  this  war  effort  of  ours  is  so  big,  so  vast,  with  these  tens  of  bil- 
lions of  dollars  involved,  that  to  control  the  war  effort  from  Washington 
and  say,  this  company  will  produce  this  specifically ;  that  company  will 
produce  that  specifically,  is  a  very  difficult  and  very  complicated  task, 
and  what  one  must  do,  it  seems  to  me,  is  to  take  advantage  of  the  natu- 
ral force,  the  natural  interests  of  everyone,  and  when  you  close  down  a 
company  tight  in  the  terms  of  civilian-goods  production,  that  com- 
pany's own  interests  call  for  its  going  in  and  trying  to  get  war  work, 
its  finding  out  itself  what  it  can  produce  and  going  after  procurement. 
Now,  it  is  obvious  that  you  can't  just  leave  it  to  chance,  that  you  close 
them  down  and  let  them  go  look.  As  you  close  these  industries  down 
you  must  try  to  survey  their  facilities  and  find  out  what  they  can  do 
and  what  kind  of  production,  and  then  bring  together  your  procure- 


5040      INVESTIGATION   OF   THE   NATIONAL   DEFENSE    PROGRAM 

ment  people  and  the  people  who  are  doinoj  the  cui'tailing  and  see 
what  you  can  do  about  getting  production  into  those  plants  very 
quickly  and  very  promptly. 

Senator  Burton.  Therefore,  your  planning  division  does  take  to 
itself  the  constructive  side  of  the  uses  of  these  plants  as  well  as  the  stop- 
ping of  their  nondefense  production. 

Mr,  Nathan.  Yes,  sir. 

Senator  Burton.  That  brings  me  to  the  next  question.  It  is  obvious 
that  we  must  stop  some  nondefense  production,  and  that  is  done  by  a 
general  order.  Now,  then,  when  you  stop  a  large  plant,  like  the  auto- 
mobile manufacturers,  from  producing  their  nondefense  product,  you 
can  readily  pick  them  out  and  say,  "Well,  now,  you  will  undertake  some 
defense  product*';  but  when  you  issue  that  blanket  order  and  cut  out, 
we'll  say,  the  use  of  all  aluminum,  all  materials,  you  not  only  shut  down 
the  big  fellow,  but  you  shut  down  a  tremendous  number  of  little  fel- 
lows.   Now,  what  are  you  doing  to  restore  them  to  activity  ? 

jNIr.  Nathan.  Well,  in  the  first  place,  I  might  put  my  neck  out  and 
say  that  I  firmly  believe  that  in  this  whole  war  effort  we  are  going  to 
have  to  be. pretty  tough  and  pretty  harsh  about  deciding  that  the  war 
program  comes  first,  and  if  aluminum  is  essential  to  keep  a  small  man 
in  operation  who  just  can't  engage  in  war  production,  I  am  afraid  it 
is  going  to  be  too  bad  for  him. 

Senator  Burton.  May  I  interrupt  you  just  there? 

Mr.  Nathan.  Certainly. 

Senator  Burton.  I  agree  with  you  on  your  premise,  but  I  then  take 
up  the  next  premise.  The  very  purpose  of  a  planning  division,  as  I  see 
it,  is  to  see  to  it  that  that  hardship  is  minimized. 

Mr.  Nathan.  That  is  right,  sir — minimized. 

Senator  Burton.  With  the  greatest  possible  intelligence  and  that, 
therefore,  you  go  all-out  in  finding  some  way  to  put  that  little  fellow 
to  work. 

Mr.  Nathan,  Well,  the  principles  which  I  would  suggest,  Mr.  Sena- 
tor, and  which  we  are  developing  are,  first,  that  the  small  enterprises  or 
all  enterprises  which  are  being  curtailed,  because  of  either  these  conser- 
vation orders  which  do  not  permit  the  use  of  a  particular  material  or  a 
limitation  order  which  cuts  off  production  of  a  finished  product,  should 
be  brought  into  war  production,  as  quickly  and  expediently  as  pos- 
sible, by  placing  war  contracts  therein.  Secondl3%  if  the  plants 
cannot  be  easily  adapted  and  easily  adjusted  to  the  war  effort,  tr}'  to 
maintain  your  essential  civilian  production  in  those  plants  that  are 
least  adaptable  and  take  those  plants  which  are  most  adaptable  and 
turn  them  over  to  war  production. 

I  think  third,  and  perhaps  equally  important,  if  not  more  so,  is  this 
problem  of  subcontracting,  seeing  to  it  that  the  companies  which  obtain 
contracts  do  not  get  lots  of  new  tools  and  build  lots  of  brand-new 
plants,  so  that  other  plaiits  will  be  idle  while  they  have  new  plants: 
see  to  it  that  the  development  of  new  facilities  and  the  obtaining  of 
new  tools  is  minimized  and  that  they  subcontract  these  operations  to 
those  who  are  able  to  do  the  job  with  their  existing  plants.  That  is 
the  positive  program  which  we  are  proposing. 

Senator  Burton.  Now,  then,  to  be  a  little  more  concrete,  could  you 
outline  to  us  what,  if  anything,  you  do  when,  as  a  result  of  the  order  to 
stop  manufacturing  automobiles  and  selling  automobiles,  the  dealers  as 
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an  incident,  practically  go  out  of  business?     What  do  you  do  about 
that? 

Mr.  Xathan.  Frankly,  Mr.  Senator,  we  haven't  done  anything  about 
that  yet.  I  am  very  much  concerned  about  it.  I  feel  that  the  de- 
mands for  workers  and  for  supervisory  personnel  and  for  white-collar 
workers  and  factory  workers  is  going  to  be  so  great  under  this  war 
work  that  industry,  as  such,  will  be  given  a  real  opportunity  to  get  into 
other  kinds  of  work  that  are  more  directly  related  to  the  war  effort. 
That  doesn't  solve  the  problem  of  what  do  you  do  about  the  plant; 
what  do  you  do  about  the  man's  rent,  and  what  do  you  do  about  his 
mortgage  and  his  interest  and  his  depreciation;  and  I  am  not  sure 
at  this  point  what  proposal  we  should  make  on  that,  Mr.  Senator ; 
whether  there  should  be  some  kind  of  specific  relief  related  to  these 
continuing  overhead  expenses  so  that  the  man  can  at  least  keep  his 
store  or  his  little  plant  greased  and  cleaned  and  ready  for  operations 
when  this  is  over.  Just  exactly  what  kind  of  relief  should  be  proposed, 
frankly,  I  am  not  ready  to  suggest,  Mr.  Senator.  But  I  think  some- 
thing is  going  to  have  to  be  done  in  that  direction. 

Senator  Bueton.  Well,  as  I  get  it,  it  is  clear  that  the  man  can't  take 
care  of  himself  very  well  under  these  circumstances  and  for  that 
purpose  we  have  planning  divisions  to  see  what  can  be  done. 

Mr.  Nathan.  That  is  right. 

Senator  Burton.  To  do  it  in  the  most  effective  manner. 

What  can  you  say  as  to  the  status  of  our  conversion  from  nondefense 
to  defense  purposes  at  present?  Have  you  suggestions  as  to  the  way 
it  should  be  done  or  the  extent  to  which  it  should  be  clone  as  it  now 
stands? 

Mr.  Nathan.  Well,  as  Mr.  Nelson  indicated  in  a  press  conference 
a  week  ago,  the  production  of  consumers  durable  goods  is  literally  go- 
ing to  be  stopped  as  of  May  31,  some  few  extensions  to  June  30. 

Senator  Burton.  ISIay  I  ask  you  right  there  on  that  concrete  point, 
what  is  your  opinion  of  this  suggestion  that  when  you  shut  down  an 
industry,  there  be  reserved  out  of  the  shut-down,  say,  one  plant  or 
one  industry  or  some  source  of  a  small  amount  of  that  product  that  is 
essential  even  in  war  conditions  ?     What  do  you  think  of  that  ? 

Mr.  Nathan.  I  think  that  is  the  only  way  to  continue.  Well,  first 
let  me  say,  Mr.  Senator,  if  it  is  agreed  that  some  production  of  that 
product  is  essential,  and  you  can't  get  it  through  requisitioning,  you 
can't  get  it  through  voluntary  contributions,  then  I  think  the  produc- 
tion should  definitely  be  concentrated  into  one  or  more  plants  and  I 
believe  that  if  you  set  the  criteria  of  confining  that  production  to  the 
plant  which  is  least  adaptable  to  war  production,  you  help  solve  the 
other  question  you  have  raised. 

Senator  Burton.  It  is  obvious  that  you  can't  let  each  of  them  do  a 
little. 

]Mr.  Nathan.  No,  sir. 

Senator  Burton.  You  have,  through  over-all  planning,  to  concentrate 
that  at  some  place. 

Mr.  Nathan.  Without  any  question.  For  instance,  if  you  take  10 
plants,  and  each  plant  runs  at  50  percent,  I  am  sure  you  are  never  go- 
oing  to  get  the  5-plant  equivalent  in  conversion.  In  other  words,  if 
you  close  down  5  altogether  and  let  5  continue,  those  5  that  you  close 
down  are  going  to  get  into  the  war  effort  to  a  much  gi-eater  degree  than 
would  half  of  each  of  the  10. 
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Senator  Burton.  Would  you  proceed  with  the  general  discussion  of 
the  shut-down  and  pick-up? 

Mr.  Nathan.  I  think  that  as  of  May  31,  and  certainly  the  very  latest 
on  June  30,  we  are  going  to  find  ourselves  with  this  civilian  durable- 
goods  production  very  completely  curtailed — very  substantially  elim- 
inated, that  as  a  consequence  we  are  not  going  to  save  a  great  deal  of 
raw  material  from  cessation  of  this  production;  we  are  also,  I  think, 
going  to  get  a  great  deal  of  materials  through  requisitioning  the 
inventories  that  will  be  left  in  these  plants.  Now,  in  terms  of  the 
procurement  side  of  this  conversion  the  placement  of  contracts  Mr. 
Nelson  has  talked  with  the  procurement  people  within  the  War 
Production  Board  and  within  the  armed  forces  and  impressed  upon 
them  the  necessity  for  getting  war  work  into  these  plants  imme- 
diately. Now,  Mr.  Senator,  I  don't  know  much  about  production 
in  a  very  realistic  sense,  I  only  know  what  some  machines 
are  like  and  what  they  are  used  for.  But  I  do  know  that  some  war 
production  can  be  entered  into  with  prompt  results  and  others  it 
takes  many,  many  months.  Now,  it  may  be  that  some  of  these  indus- 
tries are  going  to  be  closed  down,  and  they  are  going  to  be  without 
business,  and  they  are  going  to  lose  their  staff  for  a  while  until  they 
get  into  war  work.  On  the  other  hand,  I  think  most  of  them,  and  cer- 
tainly those  that  have  been  far-sighted,  are  going  to  be  so  far  estab- 
lished already  in  war  work  that  whatever  curtailment  pi  employment 
they  have  won't  be  very  serious  and  they  will  continue  to  operate. 

Now,  as  a  positive  step,  Mr.  Nelson  has  definitely  ordered  that 
these  industries  be  brought  in  and  brought  in  as  promptly  as  possible. 
As  another  approach  we  are  also  taking  steps  to  see  to  it  that  in 
the  production  of  war  work  there  be  a  minimization  of  new  facilities 
and  new  tools.  You  see,  theoretically,  you  can  conduct  a  war  program 
by  building  all  new  plants.  It  would  just  be  grand  if  we  had  new 
plants  from  one  end  of  this  country  to  the  other,  with  nice  new  shinj' 
tools,  and  when  they  got  into  operation  the  products  would  just  i-oll  off. 
But  if  we,  on  the  other  hand,  rely  on  conversion  rather  than  brand- 
new  plants,  it  means  we  are  going  to  get  production  much  more 
promptly ;  it  means  we  are  going  to  save  lots  of  materials  which  other- 
wise would  go  into  tools  and  equipment. 

Senator  Burton.  And  save  a  lot  of  money,  too. 

Mr.  Nathan.  A  lot  of  money,  and  finally  and  very  important  along 
the  lines  you  are  asking,  Mr.  Senator,  is  that  you  are  going  to  save  a 
lot  of  dislocation,  because,  if  we  rely  too  much  on  new  plants  and  new 
facilities,  we  are  going  to  find  ourselves,  in  spite  of  all  our  wealth  in 
terms  of  raw  materials,  with  lots  of  plants  idle  and  lots  of  brand-new 
plants  running  and  consuming  the  materials.  Now,  if  you  had  had 
the  time  to  wait  and  you  had  the  money  and  everything  else  that  goes 
with  it  there  would  be  some  advantage  to  build  tremendous  new 
plants,  as  I  think  they  did  in  Germany,  as  distinguished  from  Eng- 
land. The  Germans  had  the  time  to  build  new  plants,  and  when  they 
really  got  going  they  had  efficient  plants ;  but  in  England  they  didn't 
have  the  time,  and  there  you  had  relatively  few  new  plants  built. 
I  believe  that  we  are  taking  steps  now  to  try  to  curtail  and  minimize 
new  plants  and  new  tools,  and  by  doing  that  we  will,  of  necessity, 
force  a  greater  use  of  existing  industrial  facilities. 

Senator  Burton.  Before  leaving  that  field,  would  you  state  con- 
cretely what,  if  anything,  is  being  done  and  who  it  is  being  done  by, 
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to  take  care  of  the  smaller  business — meaning  a  plant  employing  200 
or  fewer  men  ? 

Mr.  Nathan.  Well,  what  is  now  being  done  is  that  the  Division  of 
Contract  Distribution,  formerly  headed  by  Mr.  Odium  and  now  under 
the  Production  Division  of  the  War  Production  Board,  is  concerning 
itself  still  and  very  strongly  with  this  matter  of  subcontracting  and 
getting  contracts  in  the  hands  of  the  smaller  enterprises. 

Senator  Burton,  May  I  ask,  are  you  familiar  with  the  legislation 
that  recently  passed  the  Senate  providing  for  a  corporation  that  would 
take  contracts  and  then  sublet  them  ? 

Mr.  Nathan.  That  is  right,  sir,  I  am.  And  I  think  Mr.  Nelson  is 
looking  forward  to  the  setting  up  of  an  organization  for  executing  the 
provisions  of  that  bill,  which  I  think  are  going  to  be  very,  very  helpful 
to  small  business. 

Senator  Burton,  Then,  in  your  over-all  planning,  you  are  definitely 
planning  to  promote  the  survival  of  small  business  in  these  small 
communities  all  over  the  country,  if  possible.  You  are  including  that 
in  your  planning  and  effort, 

Sir.  Nathan.  We  are,  Mr.  Senator,  and  I  believe  that  is  consistent 
with  everything  that  is  democratic  and  everything  that  is  consistent 
with  a  competitive  economy.  On  the  other  hand,  I  do  believe  that  we 
must  realize  that  in  saving  these  small  businesses  we  must  save  them  in 
the  best  way  possible  consistent  with  the  war  effort,  and  not  perhaps 
by  letting  them  cliew^  up  aluminum  and  copper  and  zinc  and  things  of 
that  nature  which  can  be  used  for  war  work. 

Sanator  Burton.  Agreeing  fully  with  that,  we  do  want  a  country 
after  we  get  through  with  the  war,  and  we  don't  want  it  all  in  big 
cities  but  all  over  the  country, 

Mr,  Nathan,  Absolutely  right,  Mr,  Senator. 

Senator  Burton.  May  I  ask  you,  do  you  feel  that  the  progress  up  to 
date  has  been  satisfactory  on  the  various  conversion  schedules,  or  are 
there  some  spots  that  you  would  point  out  where  it  has  been  too  slow 
and  there  would  be  advantage  to  us  in  learning  from  those  examples? 

Mr.  Nathan.  This  matter  of  conversion  is  really  to  a  considerable 
extent  a  matter  of  opinion.  Take  this  problem  of  how  long  it  takes  a 
plant  to  get  into  operation.  I  have  heard  man}'  people  in  whose  judg- 
ment I  have  a  great  deal  of  respect  saying  that  once  a  decision  is  made 
that  an  industry  is  to  be  curtailed — not  curtailed,  closed  down,  let  us 
say — that  it  is  desirable  to  give  them  some  time  in  which  to  get  war 
work  and  get  into  that  war  work.  Now,  if  you  close  down  an  indus- 
try tomorrow  and  it  has  no  war  work,  there  is  no  question  they  are 
going  to  lose  all  their  workers  and  they  are  going  to  lose  that  con- 
tinuity of  force,  that  continuity  of  their  wdiole  productive  effort, 
which  may  be  very  damaging,  even  in  their  getting  into  war  work. 
How  long  that  takes,  I  frankly  don't  know. 

Secondly,  I  think  tliat  there  is  a  real  question  of  judgment  as  to 
what  you  ought  to  do  about  a  company  that  has  known  for  a  year  or 
6  months  or  9  months  that  the  raw  materials  are  going  to  be  tough 
to  get  and  should  have  gone  out  on  its  own  initiative  and  gotten  war 
work  and  hasn't  done  so.  I  mean,  should  we  penalize  others  who 
have  done  that,  by  letting  this  company  continue  for  some  time? 
Those  are  matters  of  judgment  and  in  my  own  opinion  I  feel  that  the 
more  severe,  the  more  vigorous,  the  more  critical,  the  more  harsh,  the 
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faster  you  close  them  down,  the  better.  I  say  that  there  is  a  matter  of 
judgment  in  that. 

Senator  Burton.  We  learn  by  concrete  experience.  What  is  your 
opinion  as  to  tlie  conversion  of  the  refrigerator  industry?  Was  that 
sufficiently  rapid  and  is  that  all  right  now? 

Mr.  Nathan.  That  will  be  closed  down  now  in  a  matter  of  a  couple 
of  weeks,  and  whether  it  should  have  been  closed  down  a  month  or 
two  earlier  or  whether  it  should  have  extended  beyond  the  2  weeks, 
I  certainly  would  say  this:  That  it  shouldn't  be  extended  beyond 
the  2  weeks  fi'om  now  when  it  really  is  scheduled  to  be  closed  dowm. 
I  think,  if  tlirougli  positive  measures  it  would  liave  been  possible  to 
have  gotten  them  into  war  woi'k  quicker,  it  would  have  been  desirable 
to  close  them  down  before  April  30. 

Senator  Burton.  But,  we  are  on  the  right  track  now  and  moving  all 
right  now. 

Mr.  Nathan.  We  are  moving  definitely  on  the  right  track,  Mr.  Sen- 
ator, in  this  conversion.  I  feel  that  Mr.  Nelson  is  now  putting  con- 
version orders,  limitation  orders,  and  conservation  orders  through  at 
a  pace  with  which  really  nobody  could  take  issue.  At  the  present 
time,  the  tempo  is  desirable  and  as  fast  as  anybody  could  want.  That 
is  in  putting  orders  through.  As  to  whether  they  sliould  be  closed 
down  in  less"  than  2  months  or  less  than  6  weeks  from  now,  as  most  of 
them  will  be,  is  really  a  very  difficult  question  and  one  which  de- 
])ends — well,  let  me  give  an  illustration.  You  have  an  industry  which 
has  lots  of  fabricated  inventories.  Let's  say  it  has  a  million  dollars 
worth  of  fabricated  inventories  and  it  can  assemble  those  without 
fabricating  another  piece  of  raw  critical  material.  Let's  say  that  its 
inventories,  if  salvaged,  would  yield  very  little  materials,  and  by  let- 
ting them  go  ahead  and  fabi'icate  that  they  keep  their  staff  in  opera- 
tion and  then  they  get  into  war  work  easily.  That  is  something  that 
is  hard  to  cut  down,  but  on  the  other  hand,  you  may  have  some  firms 
which  have  a  lot  of  fabricated  inventories  because  they  have  been 
getting  materials  that  they  shouldn't  have  been  getting  and  if  you  had 
si-rapped  them  and  salvaged  them  you  would  get  a  whole  lot  of  copper 
and  things  that  would  make  a  lot  of  catridges  and  machine  guns. 

They  have  been  negligent  in  getting  war  w^ork.  Maybe  in  those 
cases  it  might  be  a  good  idea  to  say,  "O.  K.,  gentlemen,  tomorrow  is 
the  day,  and  you  are  tlirough." 

Senator  Burton.  Are  there  any  particular  industries  that  you  feel 
now  should  be  converted  that  have  not  been  ordered  to  be  converted  ? 
Is  there  any  pending  delay  that  has  come  to  your  attention  ? 

Mr.  Nathan.  No;  there  are  none  now,  Mr.  Senator.  Frankly,  I 
think  some  limitation  orders  might  be  reviewed  now — not  orders  that 
you  close  down  completely,  but  take  the  typewriter  industry.  I  think 
that  we  might  well  rea])praise  that  order  and  make  for  greater  curtail- 
ment and  appeal  to  the  people  to  get  second-hand  and  reconditioned 
typewriters  into  the  hands  of  the  Government  and  into  the  hands  of 
war  industries. 

Senator  Burton.  What  about  radios? 

Mr.  Nathan.  Radios-  are  just  about  through.  The  radio  industry  i& 
cue  in  which  apparently  the  people  who  know  the  thing  technically 
did  ask  for  a  continuation  of  civilian  production  so  that  the  know- 
how  would  continue ;  so  that  they  would  have  their  workers  and  plants 
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continue  until  they  really  got  into  some  of  these  war-used  radios,  which 
are  pretty  complicated. 

Senator  Burton.  Noav,  what  about  woolen  goods?  As  I  under- 
stand, there  is  a  diiference  of  opinion  as  to  whether  there  is  a  shortage 
of  wool  or  whether  there  isn't  a  shortage  of  wool. 

Mr.  Nathan.  Frankly,  I  am  not  familiar  with  the  details  of  it,  Mr. 
Senator.  I  haven't  looked  at  the  wool  picture  for  some  time.  When 
I  was  head  of  the  Requirements  Branch  in  the  Bureau  of  Research  and 
Statistics,  I  know  we  did  make  estimates  of  requirements  of  raw  mate- 
rials, and,  as  I  recall  our  studies,  there  were  indications  of  definite  wool 
shortages.  And  from  that  background  of  the  figures,  I  would  say  that 
certainly  if  Australia  becomes  a  problem  in  terms  of  source  of  wool, 
we  are  going  to  be  in  very  grave  danger  of  a  major  wool  shortage,  and 
even  without  that  I  think  it  is  very  likely  that  we  will  have  a  deficit. 

Senator  Burton.  I  understand  that,  the  people  from  the  wool  States 
indicated  that  there  is  surplus  of  wool  and  that  sort  of  thing. 

Mr.  Nathan.  I  personally  say,  from  my  recollection,  Mr;  Senator, 
that  there  wouldn't  be  any  justification  in  that  contention. 

Senator  Burton.  You  have  not  made  a  recent  investigation  of  it, 
have  you? 

Mr.  Nathan.  No;  I  haven't  very  recently. 

Senator  Burton.  Thank  you. 

The  Chairman.  Mr.  Clark? 

Mr.  Clark.  Mr.  Nathan,  would  you  give  us  the  situation  regard- 
ing raw  materials  in  relation  to  war  demands  at  the  present  time? 

Mr.  Nathan.  In  general  I  would  say  that  at  the  present  time  the 
supply  of  a  great  many  raw  materials  is  definitely  inadequate  to  meet 
the  direct  military  demands,  the  indirect  military  demands,  and  any- 
where near  the  quantity  of  civilian  demands  for  which  people  have 
bu3dng  power.  We  are  definitely  short  of  raw  materials  today.  Now 
those  shortages  of  raw  materials  in  some  areas  have  become  so  exten- 
sive that  unless,  through  curtailment  orders,  conservation  orders,  or 
very  severe  priorities,  you  eliminate  the  nonessential  uses,  the  war 
effort  is  going  to  suf!er  and  suffer  very  severely.  For  that  reason,  I 
believe  very  strongly  that  the  civilian  uses  of  these  critical  materials 
must  be  curtailed  and  curtailed  very  severely  and  very  promptly. 
Otherwise,  there  is  no  question  that  if  these  competitive  demands  of  a 
nonessential  character  are  permitted  to  continue,  the  war  effort  itself 
will  suffer,  and  suffer  very  much. 

Mr.  Clark.  Then  you  would  say  that  the  situation  is  rather  acute 
as  far  as  raw  materials  are  concerned  ? 

Mr.  Nathan.  The  situation  is  certainly  acute  in  terms  of  raw 
materials  and  it  can  only  be  eased  by  the  conservation  of  raw-mate- 
rial used  for  civilian  purposes.  I  think  it  can  be  eased  somewhat  by 
requisitioning  the  materials  that  are  in  the  hands  of  these  civilian- 
goods  industries.  But  even  with  that  easing,  I  see  no  hope  in  the 
future  that  the  raw-material  supply  is  going  to  become  adequate  and 
abundant  relative  to  demand,  even  the  demand  for  war  purposes,  and 
certainly  I  believe  that  if  there  is  no  other  justification  at  all  for 
curtailing  civilian-goods  production,  one  can  make  a  complete  and 
rational  justification  on  the  basis  of  raw  materials  alone. 

Mr.  Clark.  Would  you  say  that  those  raw  materials  were  of  a 
major  character  in  the  durable  goods  industry? 
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Mr.  Nathan.  There  is  no  question  about  the  fact  that  the  durable 
goods  industries  rely  primarily  on  the  critical  materials.  You  start 
down  the  line,  and  you  go  from  copper  to  zinc  and  aluminum,  and 
steel,  and  nickel,  into  the  alloys  of  tungsten  and  vanadium  and  chro- 
mium and  magnesium.  Take  all  of  these  critical  materials.  There 
is  no  question  but  that  your  big  demand  in  peacetime  and  your  big 
nonessential  demand  now  is  completely  in  the  durable  goods  indus- 
tries. 

Mr.  Clark.  When  should  this  factor  have  been  taken  into  consid- 
eration? Wlien  did  the  situation  regarding  raw  materials  become 
acute  or  leading  up  to  a  status  of  acuteness  ? 

Mr.  Nathan.  Well,  Mr.  Clark,  it  has  varied,  depending  on  differ- 
ent materials.  The  acute  shortage  of  aluminum  has  been  known  and 
understood,  and  adjustments  made  for  it  more  than  a  year  ago. 
Copper  became  short  for  total  demands  last  summer  and  last  fall. 
Steel  has  become  short  relatively  recently  for  total  demand.  I  think 
that  with  the  growing  buying  power  in  the  hands  of  the  people  be- 
cause of  the  war  work,  we  have  had  an  increased  demand  for  con- 
sumers' goods  that  manifests  itself  in  increased  production.  In  1941 
our  production  of  consumers'  durable  goods  was  tremendous  relative 
to  the  earlier  years,  and  it  was  that  increased  buying  power  and  that 
increased  demand  of  consumers'  durable  goods  that  in  itself  caused 
this  shortage  of  raw  materials  to  arise.  It  has  been  some  time  now 
that  it  has  been  obvious  to  most  people.  I  would  say,  that  there  is 
going  to  be  a  definite  shortage  of  raw  materials  and  a  definite  inter- 
ference with  the  war  effort  unless  we  cut  down  nonessential  uses. 
Mr,  Clark.  Then  your  recoimnendation  that  the  "normal  produc- 
tion of  the  durable-goods  industries  must  be  ruthlessly  ceased"  as 
of  ]\Iarch  16  would  not  be  consistent,  shall  we  say,  with  this  2-month 
period  for  readjustment  that  is  now  being  given  in  these  curtailment 
orders,  and  is  also  inconsistent  with  the  program  enunciated  by  Mr. 
Nelson,  setting  the  dates  of  May  31  and  June  30.  In  other  words, 
the  progressive  using  up  of  these  raw  materials  is  going  to  cause  a 
corresponding  diminution  of  these  materials.     Is  that  correct? 

Mr.  Nathan.  Well,  there  is  no  question  that  as  long  as  you  permit 
materials  to  be  used  in  nonessential  purposes,  the  supply  available  for 
the  war  effort  is  decreased.    I  mean  there  is  no  question  about  that. 

Now  about  this  matter  of  permitting  2  months  for  readjustment, 
about  the  only  thing  I  can  say  is  that  it  is  a  matter  of  judgment  as  to 
how  long  you  should  let  them  run  in  order  to  run  down  these  inventories 
that  they  have,  and  there  you  must  liave  a  finely  balanced  scale  of 
whether  it  is  more  advantageous  to  scrap  inventories  and  save  that 
metal  and  close  them  down  immediately,  or  whether  it  is  more  advan- 
tageous to  let  them  run  to  keep  their  force  in  operation  so  that  they 
continue  their  staff.  It  is  a  complicated  problem,  and  all  I  can  say  is 
that  I  personally  believe  that  the  quicker  you  close  them  the  better. 
Mr.  Clark.  It  isn't  a  complicated  problem  to  conserve  raw  materials, 
is  it? 

Mr.  Nathan.  No;  not  in  the  conservation  of  raw  materials,  Mr. 
Clark.  I  think  in  the  conservation  of  raw  materials,  as  a  matter  of 
fact,  if  that  were  your  only  criteria  and  there  were  some  salvable  values 
and  salvable  materials  in  these  fabricated  shapes  of  various  types  and 
sizes,  then  I  would  say  there  would  be  no  question  that  their  cutting 
down  immediately  would  be  the  answer. 
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Mr.  Clakk.  Don't  you  think  that  that  should  be  the  over-all  criteria? 
Without  the  raw  materials  you  have  no  employment;  you  have  no 
manufacturing.    What  do  you  have  Avithout  the  raw  materials? 

Mr.  Nathan.  I  think  the  raw  materials  should  be  the  primary  cri- 
teria myself,  but  I  do  think  that  the  other  criteria  of  getting  these  in- 
dustries converted,  which  is  the  second  half  of  the  problem  Senator 
Burton  raised,  is  a  rather  important  one,  of  seeing  to  it  that  these 
industries  get  into  war  production ;  that  these  plants  are  utilized  in 
the  production  of  guns  and  tanks  and  ammunition  and  parts  of  ships. 
And  that  criteria  cannot  be  entirely  ignored. 

Mr.  Clark.  Now,  in  connection  with  that,  with  regard  to  the  in- 
dustries that  have  prefabricated  parts  on  hand,  is  there  any  justifica- 
tion for  letting  them  go  ahead  in  assembling  those  parts  into  the  end 
product  ? 

Mr.  Nathan.  I  would  say  that  there  would  be  only  a  justification 
for  that  if  two  conditions  prevailed.  First,  if  by  letting  them  go 
ahead  and  fabricate  or  complete  the  fabrication  of  those  parts,  they 
are  permitted  to  keep  together  so  that  they  will  be  more  effective  in 
war  work  later  on,  then  I  think  you  are  justified  in  completing  it. 
The  second  justification,  I  might  say,  is  if  in  those  fabricated  parts 
there  is  so  nmch  scarce  material  that  the  salvable  and  usable  amount 
for  war  purposes  is  significant  and  the  dislocation  of  work  is  so 
great  that  immediate  closing  down  is  completely  obvious  and  ap- 
parent as  an  unjust  decision,  then  I  would  say  that  you  should  not 
cut  them  off. 

Senator  Brewster.  In  the  automobile  industry,  which  was  the 
largest  case  of  conversion,  there  was  a  suggestion  that  there  was  going 
to  be  a  terrific  period  of  unemployment  in  that  conversion.  To  what 
extent  has  that  materialized  ? 

Mr.  Nathan.  Figures  are  very  inadequate  to  provide  definite  con- 
clusions these  days,  because  we  are  in  a  period  of  such  sharply  rising 
emplojanent  in  the  industries  that  are  already  in  the  war  effort,  and 
it  is  hard  to  say  what  actually  happened  in  one  industry  or  one  special 
community.  But  I  have  talked  with  people  from  Detroit  and  from 
Michigan,  and  the  evidence  that  I  have  from  those  people  is  that  the 
total  unemployment  in  Detroit  arising  out  of  closing  down  the  auto- 
m.obile  industry  is  much,  much  less  than  the  people  originally  thought 
was  going  to  result. 

Senator  Brewster.  Have  you  been  able  to  get  any  really  worth- 
while statistics  on  that  ? 

Mr.  Nathan.  The  one  figure  I  did  have  came  from  a  source  I  thought 
was  fairly  reliable,  and  it  was  that  the  increase  in  unemployment  was 
somewhere  in  the  vicinity  of  150,000,  whereas  they  had  expected  an 
increase  of  300,000. 

Senator  Brewster.  We  were  up  there,  as  you  know,  Monday,  and  I 
was  very  much  impressed  at  Ford  and  Chrysler,  where  I  got  the  re- 
ports that  Ford  was  way  ahead  of  anything  he  had  ever  had  in  employ- 
ment, I  believe,  and  that  Chrysler  was  not  far  below. 

Mr.  Nathan.  That  is  right,  Mr.  Senator,  but  I  do  believe  a  lot  of 
that  increase,  you  see,  had  accumulated  before  the  close-down  date. 
As  of  the  close-down  date,  they  had  a  lot  of  people  employed  in  the 
Chrysler  tank  arsenal  who  had  never  been  there  before,  and  Ford  had 
lots  of  people  in  the  Willow  Run  plant  getting  ready.  So  what  hap- 
pened was  that  there  was  a  dropping  off  as  of  January  31,  but  that 
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droppino;  off  wasn't  very  severe  because  there  was  so  much  greater 
total  employment  and  such  an  accelerated  rate  of  employment  in- 
crease in  the  preceding  period  that  the  hardships  were  insignificant. 
I  sincerely  feel  that  the  argument  that  there  would  be  a  great  deal  of 
unemploj-ment 

Senator  Brewster.  Has  been  pretty  much  dissipated. 

Mr.  Nathan.  Has  been  pretty  much  dissipated,  and  I  think  it  is 
encouraging  lots  of  representatives  of  labor  to  come  into  some  of  these 
industries  and  actually  ask  that  the  industry  be  curtailed — that  pro- 
duction of  civilian  goods — despite  the  short  unemployment  that  may 
result  be  shut  off. 

Senator  Brewster.  You  feel  very  positively  that  if  you  do  shut  them 
off,  they  will  pretty  quickly  adjust  themselves? 

Mr.  Nathan.  I  think  tliey  will  not  only  very  quickly  adjust  them- 
selves, but  I  think  that  these  workers  are  needed  and  will  be  needed 
very  shortly  in  war  work. 

Senator  Brewster.  I  understand  you  have  gone  rather  thoroughly 
into  this  small-business  problem,  so  I  will  try  not  to  repeat  it.  But 
I  have  had  an  apparently  reliable  report,  even  within  the  last  day  or 
two,  that  liitherto  the  problem  of  conversion  hasn't  been  particularly 
sympathetically  operated.  I  saw  Mr.  Nelson's  statement.  Do  you 
feel  that  there  has  been  wholehearted  cooperation  throughout  your  or- 
ganization to  accomplish  the  survival  of  the  little  fellow?  If  that  is 
an  embarrassing  question 

Mr.  Nathan  (interi)osing).  No,  it  is  not  embarrassing,  Mr.  Senator. 
As  I  said  before,  really,  being  in  the  ])lanning  side  rather  than  the 
operating  side  of  it,  I  have  never  attended  an  industry  meeting 
where  they  decide  on  these  curtailments,  and  the  only  reaction  I 
have  generally  is  one  of  principles,  that  the  curtailment  must  be  rapid, 
must  be  severe.  I  think  that  right  noAv,  the  issuance  of  orders  and  the 
widespread  coverage  of  these  limitation  orders  is  very  encouraging. 

Senator  Brewster.  What  I  have  noted,  in  talking  with  the  people  in 
private  industry,  is  that- the  minute  you  mention  subcontracting  to  the 
big  manufacturers,  the  atmosphere  gets  cool. 

Mr.  Nathan.  Sure. 

Senator  Brewster.  To  what  extent  that  is  reflected  in  their  com- 
rades here  in  Washington,  I  don't  know.  They  talk  much  more 
sympathetically,  but  whether  they  talk  the  same  way  to  their  asso- 
ciates without,  in  the  field,  I  don^t  knoM\     It  is  a  problem. 

Mv.  Nathan.  I  think  the  problem  of  subcontracting,  Mr.  Senator,  is 
a  little  different  from  the  one  of  conversion  and  closing  down. 

Senator  Brewster.  Well,  they  both  ramify  to  the  same  end. 

Mr.  Nathan.  Yes,  they  both  ramify  to  the  same  end.  As  I  said 
before,  it  seems  to  me  the  best  way  to  get  subcontracting  is  to  attack 
it  both  on  the  positive  side  and  the  negative  side ;  on  the  positive  side 
by  going  out  into  the  field  and  finding  out  what  capacities  are  avail- 
able for  the  production  of  items.  If  you  go  into  a  certain  plant 
and  they  are  waiting  for  a  certain  gun  mechanism,  find  out  what  part 
of  that  mechanism  is  needed  or  is  lagging  and  who  can  produce  it,  and 
if  they  are  waiting  for  new  tools,  find  the  plant  that  has  those  tools. 
That  is  the  positive  way  to  get  subcontracting  done. 

I  think  the  negative  way,  the  one  which  I  described  a  minute  ago, 
is  to  be  very  tight-fisted  in  giving  anyone  a  new  facility.  When  plac- 
ing contracts  with  these  companies,  say,  "You  are  just  going  to  have 
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to  produce  this  gun  with  the  facilities  you  have  or  with  the  facilities 
that  you  are  able  to  obtain  through  subcontracting.  We  are  not  going 
to  build  a  nice  new  plant  for  you."  I  think  by  doing  that  and  being 
very  critical — and  there  have  been  cases  where  amazing  results  have 
been  performed  by  people  who  know  production  going  out  into  a  plant 
and  saying,  "No,  you  don't  need  all  these  tools.  Look,  let's  take  this 
old  tool  and  rig  it  up."  Or,  "There  is  a  little  fellow  down  the  street 
who  can  produce  this  part  with  the  tools  he  has."  I  think  if  you  attack 
it  on  both  the  positive  and  the  negative  sides 

Senator  Brewster.  My  guest  at  breakfast  this  morning  reported  a 
conversation  overheard  in  the  Mayflower  Hotel,  of  three  highly  indig- 
nant people  who  had  been  here  several  days  trying  to  get  somewhere. 
They  had  $2,000,000  worh  of  machine  tools  absolutely  idle,  and  they 
couldn't  get  anywhere,  even  to  first  base.  I  understand  that  isn't  very 
good  evidence,  but  it  is  more  or  less  typical  of  what  seems  to  be  the 
feeling  among  the  smaller  fellows. 

Mr.  Nathan.  There  is  no  question  that  it  is  difficult,  Mr.  Senator.  I 
think  that  when  thej^  get  to  Washington  they  probably  become  more 
frustrated  than  they  do  anywhere  else.  After  all,  this  procurement 
must  be  decentralized.  It  must  be  done  in  the  field.  It  must  be  han- 
dled right  down  in  every  community.  We  all  know  that  there  are 
people  with  different  capacities  and  different  abilities  and  different 
attitudes,  and  in  some  communities,  I  am  sure,  that  subcontracting 
job  has  been  done  much  more  vigorously  than  in  others.  The  only  thing 
to  do  is  to  give  the  direction  and  the  guidance  and  the  push  from 
Washington  and  then  hope  that  the  impetus  will  be  taken  up  on  the 
outside. 

Senator  Burton.  I  have  just  one  or  two  questions,  Mr.  Nathan. 

You  mentioned  the  need  for  cutting  down  on  some  nondefense  pro- 
duction that  will  reduce  the  supply  of  consumer  goods. 

Mr.  Nathan.  Yes,  sir. 

Senator  Burton.  Is  it  within  your  part  of  the  Planning  Division  to 
consider  whether  or  not  we  shall  have  a  rationing  scheme  at  this  point? 

Mr.  Nathan.  Well,  the  whole  problem  of  rationing  has  been  as- 
signed by  Mr.  Nelson  and  delegated  to  the  Office  of  Price  Administra- 
tion— Mr.  Henderson.  We  haven't  been  requested  by  Mr.  Nelson  nor 
by  Mr.  Henderson  to  do  anything  along  that  line,  and,  frankly,  the 
problems  that  have  come  before  the  planning  committee  are  so  volumi- 
nous already  that  this  is  one  that  we  just  haven't  gotten  into. 

Senator  Burton.  That  is  what  I  wanted  to  get  clear.  You  do  not 
undertake  the  responsibility  for  a  rationing  program  at  this  time; 
neither  do  you  undertake  the  responsibility  for  plans  for  cutting  the 
demand,  stopping  inflation,  adding  taxation,  and  using  their  money 
for  bonds,  and  all  that  sort  of  thing. 

Mr.  Nathan.  We  have  not,  sir.  but  I  think,  frankly,  that  the  people 
in  Production — that  is.  the  War  Production  Board — may  have  to  begin 
to  take  an  active  part  in  that  whole  inflation  problem,  because  there  is 
no  question  that  inflation  isn't  an  abstract,  vague  concept  from  the 
production  point  of  view.  It  impinges  right  on  production  and  affects 
production. 

The  Chairman.  Mr.  Clark,  did  you  have  another  question? 

Mr.  Clark.  Mr.  Nathan,  you  stated  a  short  while  ago  that  you 
were  not  familiar  with  operations,  but  were  interested  in  results. 

Mr.  Nathan.  That  is  rijrht. 
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Mr.  Clark.  I  take  it  that  that  prompted  you  to  draft  this  memo- 
randum of  March  16  regarding  the  durable-goods  industries  and  the 
branches  having  jurisdiction  over  such  industries. 

Mr.  Nathan.  I  believe,  Mr.  Clark,  it  was  a  combination  of  a  zealous 
desire  to  see  the  results  in  terms  of  war  effort,  and,  second,  a  feeling 
that  having  been  engaged  in  planning,  there  were  certain  policies 
and  principles  that  should  be  laid  down. 

Mr.  Clark.  In  other  words,  you  weren't  satisfied  with  the  adminis- 
tration of  the  durable-goods  industry  branches? 

Mr.  Nathan.  Well,  I  don't  know  whether  one  could  draw  that  con- 
clusion from  it.  I  would  say  that  as  of  that  date  I  felt  that  it  wasn't 
a  matter  of  administration ;  it  was  a  matter  of  policies  and  judgment. 
I  felt  that  the  curtailment  of  civilian-goods  industries  had  to  be 
stepped  up,  and  stepped  up  very  rapidly,  and  I  will  say  that  I  think 
Mr.  Nelson  and  the  rest  of  the  people  who  are  concerned  directly  in 
the  operational  sense  with  that  have  come  around  and  the  thing  looks 
really  good  now  from  almost  any  angle. 

Mr.  Clark.  We  ap]:)reciate  that.  But  back  on  March  16  you  asked 
for  reappraisal  as  to  what  was  being  done  in  the  all-important  durable- 
goods  industry,  and  you  say  ^ — 

These  industries  provide  au  important  pool  of  resources  which  are  not  being 
tapped  sufficiently. 

Mr.  Reed,  in  testifying  before  the  committee  yesterday,  states  ^ — 

As  we  have  already  seen,  the  policy  of  promoting  conversion  of  civilian  indus- 
try to  war  production  by  curtailment  orders  had  been  adopted  and  put  into 
execution  long  before  Mr.  Guthrie's  resignation. 

How  do  you  reconcile  that  statement  of  Mr.  Reed's  with  your  rec- 
ommendation that  there  be  a  reappraisal  of  the  consumers'  durable 
goods  industries  ? 

Mr.  Nathan.  Well,  I  think,  Mr.  Clark,  it  is  completely  and  wholly 
a  matter  of  degree.  There  were  limitation  orders  put  out  cutting 
the  percentage  of  production  of  many  industries  as  long  ago  as  last 
fall,  and  there  were  many  of  them  this  spring,  and  the  real  question 
is  a  matter  of  judgment  as  to  whether  or  not  they  were  cut  sufficiently 
and  whether  or  not  they  were  cut  quickly  enough  and  whether  or  not 
the  termination  date  was  fast  enough,  and  I  personally  am  of  that 
school  which  thinks  that  in  a  war  effort  you  bend  over  backwards  and 
cut  and  cut  quickly  even  though — well,  I  should  say,  even  though  in 
the  long  run  it  may  be  less  advantageous  than  going  slowly;  even 
though  there  are  people  who  were  just  cautious,  who  would  say  you 
should  go  a  little  more  slowly.    I  feel  that  we  should  go  rapidly  on  it. 

Senator  Brewster.  You  feel,  as  Senator  Smith  of  South  Carolina 
says,  if  you  make  a  mistake,  you  want  to  make  it  on  the  right  side. 

Mr.  Nathan.  Well,  you  want  to  make  it  quickly,  maybe. 

Mr.  Clark.  As  you  know,  Mr.  Nathan,  the  reason  for  asking  the 
question  is  that  these  hearings  are  predicated  on  a  letter  of  Mr.  Nel- 
son to  Senator  Truman,  the  chairman,  asking  for  an  investigation 
of  Mr.  Guthrie's  charges  concerning  Mr.  Reed. 

Mr.  Nathan.  That  is  right. 

Mr.  Clark.  Now,  I  should  like  to  ask  you  this  question.  Mr.  Reed 
testified  that  his  Bureau  had  "the  entire  or  the  active  cooperation  and 

1  Exhibit  No.  490,  supra,  p.  4977. 

2  Supra,  p.  4998. 
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understanding  of  American  industry  and  the  support  and  confidence 
of  labor  and  consumers."  Would  you  say  that  was  a  correct 
statement  ? 

Mr.  Nathan.  I  really  don't  know.  I  say  that  sincerely  because, 
not  having  been  in  part  of  the  operation  of  it,  I  think  it  would  be 
completely  a  matter  of  hearsay  for  me  to  say  there  was  100  percent 
cooperation  or  100  percent  enthusiastic  reception,  or  70,  or  50.  It 
would  be  a  completely  hearsay  statement. 

Mr.  Clark.  It  wouldn't  be  hearsay  to  give  an  opinion  reflecting 
the  attitude  of  the  American  people  and  industry  with  regard  to 
this  conversion  program,  would  it? 

Mr.  Nathan.  I  think  the  attitude  of  people  and  of  industry  as  a 
whole  is  that  they  want  to  get  into  war  production ;  they  want  to  get 
rid  of  the  nonessentials.  Now,  on  the  other  hand,  there  is  no  ques- 
tion, as  I  said  when  I  started,  that  it  is  to  the  interests  of  certain  com- 
panies or  individuals  to  continue  to  engage  in  the  type  of  work  they 
are  engaged  in.  It  is  the  easiest  thing  to  do.  It  is  tough  for  a 
soldier,  for  instance,  to  leave  a  community  where  he  knows  every- 
body and  a  plant  where  he  has  been  engaged  and  just  drop  every- 
thing and  go  into  an  entirely  new  environment,  an  entirely  new  set  of 
people.  It  is  the  same  kind  of  problem  that  is  involved  in  a  plant's 
giving  up  completely  the  production  of  a  commodity  which  it  has 
been  engaged  in  for  a  number  of  years,  that  it  knows  how  to 
produce,  and  go  into  a  brand-new  one.  Naturally,  there  will  be 
variations  in  the  degree  of  enthusiasm  with  which  one  plant  or  an 
industry  will  go  into  that  sort  of  change.  I  am  sure  the  conversion 
problem  hasn't  been  easy  sailing  right  along  from  one  step  to  the 
next.  On  the  other  hand,  I  don't  know  from  first-hand  observation 
or  first-hand  participation  just  how  much  dissension  or  how  much 
cooperation  or  how  much  enthusiasm  or  how  much  lethargy  actually 
prevailed  in  these  various  meetings  and  decisions. 

Senator  Burton.  Mr.  Nathan,  if  I  may  interrupt  for  a  moment, 
your  illustration  of  a  man  going  into  the  service  interests  me  because 
it  is  the  same  type  of  problem  and  it  can  be  met  in  proportion  as  the 
intelligence  of  the  assigning  board  puts  the  man  in  the  right  place. 

Mr.  Nathan.  Absolutely. 

Senator  Bubton.  If  they  will  put  this  man  in  the  right  place  in 
the  Army  where  he  can  do  what  he  is  an  expert  on  doing,  he  will 
make  a  great  contribution  and  like  it.  And  if  you  can  put  your 
plants  and  your  small  plants  and  your  other  plants  to  work  promptly 
doing  something,  through  intelligent  planning,  thej^  will  be  at  maxi- 
mum use  and  they  will  like  it. 

Mr.  Nathan.  I  think  that  is  an  excellent  illustration,  Mr.  Senator. 

Mr.  Clark.  Mr.  Nathan,  Mr.  Keed  stated  that  ^ — 

It  should  be  .noted  that  the  earliest  and  most  positive  concern  of  the  Bureau  of 
Industry  Branches  was  to  expedite  the  speedy  and  efficient  utilization  of  indus- 
trial facilities,  labor,  and  materials  hitherto  devoted  to  nonessential  civilian  uses 
to  the  business  of  war  production. 

Would  you  say  the  record  bears  that  out  from  your  observation  ? 
Mr.  Nathan.  Well,  Mr.  Clark,  I  think  you  can  test  that  record  in 
two  ways.    One,  you  can  test  it  by  getting  into  their  thought  and  action 


>  Supra,  p.  4992. 
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and  expressions  in  their  daily  work  Vvhich  I  don't  know  about.  And 
the  second  is  by  results.  The  only  thing  I  can  say  about  results  is  that 
it  was  my  personal  opinion  when  I  wrote  the  memorandum  that  the 
curtailment  should  have  been  much  more  rapid  or  I  wouldn't  have 
written  it.    And  second,  I  think  today  things  are  good. 

The  Charm  AN.  You  think  there  has  been  a  very  decided  step-up 
since  that  memorandum  was  written  ^ 

Mr.  Nathan.  No,  I  wouldn't  say  that,  because  that  would  lead  to  the 
conclusion  that  the  memorandum  was  the  cause  of  the  step-up.  That 
would  be  a  self-serving  commitment. 

The  Chairman.  I  rather  think  the  record  will  bear  out  that  answer 
which  I  tried  to  put  into  your  mouth.    Proceed,  ]Mr.  Clark. 

Mr.  Clark.  Did  you  know  of  any  formulated  written  policy  regard- 
ing conversion  when  you  wrote  this  memorandmn  of  ]\Iarch  16  ^ 

Mr.  Nathan.  No,  sir;  I  didn't  know  of  any. 

Mr.  Clark.  Did  you  ever  have  any  conversations  with  Mr.  Reed  ? 

Mr.  Nathan,  No,  sir.  Wait  a  minute ;  pardon  me.  We  had  one,  but 
it  was  entirely  in  relation  to  a  statistical  problem  where  jMr.  Stacy  May 
and  I  talked  with  Mr.  Reed  and  Mr.  Kiiowlson  about  getting  from  the 
Military  Establishments  the  requirements  that  they  would  need  of 
some  of  these  items  like  typewriters  and  ciesks  and  things  of  that  na- 
ture.   But  it  had  nothing  to  do  with  the  policy  of  conversion. 

Mr.  Clark.  Would  you  say  the  motivating  factor  in  writing  that 
memorandum  was  the  conservation  of  raw  materials  so  essential  to  the 
war  effort? 

Mr.  Nathan.  No;  I  Avould  say  it  was  two  things:  Both  a  conserva- 
tion of  raw  materials,  and  secondly,  getting  these  companies  into  war 
work. 

Mr.  Clark.  That  is  right,  and  you  weren't  satisfied  with  the  prog- 
ress being  made  by  that  particular  branch,  is  that  correct? 

Mr.  Nathan.  I  felt  at  the  time  that  there  was  need  for  more  speedy 
conversion  and  more  rapid  closing  down.  You  see  the  implication  of 
what  you  are  asking  is  whether  or  not  the  attitude  in  the  daily  opera- 
tions of  the  branch  were  right  or  not,  and  that  is  something  honestly 
I  just  don't  know. 

Mr.  Clark.  Well,  it  will  eventually  be  proven  whether  they  are  right 
or  w^rong  in  the  delays  as  far  as  our  raw  material  situation  and 
allocation  problems  are  concerned? 

Mr.  Nathan.  Yes ;  very  much. 

Mr.  Clark.  Just  a  concluding  question.  Mr.  Reed  states  that  "The 
simple  fact  is  that  Mr.  Guthrie  saw  this  particular  band  wagon" — 
referring  to  conversion — "rolling  down  the  hill,  hastened  to  climb 
aboard  and  attempted  to  give  the  impression  that  he  was  the.  driver." 
Can  you  tell  us  about  this  band  wagon?  Did  you  get  on  that  band 
wagon  yourself  ? 

Mr.  Nathan.  I  guess  somebody  could  characterize  this  memorandum 
as  a  stepladder  to  get  on  the  band  wagon  then.  There  is  no  question, 
I  think,  in  looking  ahead  on  this  problem,  that  curtailment  of  civilian 
goods  was  coming.  It  was  inevitable.  Either  you  were  going  to  have 
an  all-our  war  effort  wdiere  you  were  going  to  put  every  bit  of  your 
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energy  and  every  raw  material  and  every  machine  to  work  for  war 
production  or  you  were  not  going  to.  There  is  no  question  that  the 
tendency  was  going  to  be  all-out,  without  any  doubt.  The  only  ques- 
tion that  is  left  is  the  degree  and  the  speed :  and  I  think  that  the  degree 
to  which  you  convert,  the  degree  to  which  you  curtail,  the  speed  with 
which  you  convert  and  curtail  depends  upon  a  set  of  conflicting  forces 
and  ideas  and  judgment  that  begin  to  manifest  themselves  on  this 
track,  and  the  pace  of  this  train  on  this  track  is  now  very  rapid. 
Whether  it  should  have  been  more  rapid — 3  months,  6  months  ago — - 
is  really  a  question  of  conflicting  forces  and  conflicting  opinions.  And 
I  think  we  ought  to  feel  grateful  that  we  are  on  that  track  and  going 
fast  now. 

Senator  Brewster.  Now,  Mr.  Nathan,  you  know  that  we  have  had  a 
pretty  bad  record  on  some  of  the  raw  materials  and  the  guesses  that 
have  been  made  by  some  of  your  predecessors  in  Government  in  alumi- 
num and  in  rubber. 

Mr.  Nathan.  Yes,  sir. 

The  Chairman.  And  copper. 

Senator  Brewster.  And  copper,  lead,  and  zinc. 

Mr.  Natiiax.  And  steel  and  all  the  rest. 

Senator  Brewster.  You  now  recognize  your  responsibility  to  see 
that  a  year  from  today  we  don't  run  into  a  similar  jam;  that  you  will 
now  write  the  memorandum  which  at  least  will  clear  your  record  so 
that  a  year  from  today  j^ou  won't  be  considered  responsible  for  not 
having  anticipated  these  things.    That  is  your  job. 

Mr.  Nathan.  It  is  part  of  the  job — yes;  it  is  the  job.  But  I  want  to 
say  this.  Mr.  Senator,  that  today  it  is  pretty  late  to  start  an  expansion 
of  raw  materials.  I  mean  today  you  have  to  turn  the  other  Avay  and 
conserve.  You  see.  you  have  two  ways  to  meet  a  demand.  One  is  to 
increase  the  supply;  the  other  to  reduce  demands.  Increasing  the 
supply  takes  time  and,  not  only  does  it  take  time,  but  it  takes  raw 
materials. 

Senator  Breavster.  I  am  thinking  exclusively  now  in  terms  of  war 
needs — to  what  extent  we  are  not  able  to  conserve  materials. 

Mv.  Nathan.  Surely. 

Senator  Brewster.  We  must  expand  the  supply. 

Mr.  Nathan.  Absolutely,  sir. 

Senator  Brewster.  And  we  have  had  ver^'  distinguished  authorities 
suggest  within  a  few  days  that  in  both  steel  and  aluminum  there  may 
be  difficulty  next  year ;  and  I  want  to  apprise  you  of  that  so  that  a  year 
from  today  you  won't  plead  the  innocence  which  some  of  our  previous 
witnesses  have  before  this  committee.  You  know  the  Stettinius  memo- 
randum and  the  other  things  that  have  preceded  this  ? 

]\fr.  Nathan.  That  is  right,  sir. 

The  Chairman.  Any  other  questions.  Senators?  That  is  all,  Mr. 
Nathan.    Thank  you. 

Mr.  Knowlson.    Will  you  be  sworn.  Mr.  Knowlson.  please? 

Do  you  solemnly  swear  to  tell  the  truth,  the  whole  truth,  and  nothing 
but  the  truth  in  the  testimony  you  are  about  to  give  before  this  com- 
mittee, so  help  you,  God  ? 

Mr.  Knowlson.  I  do. 
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TESTIMONY  OF  JAMES  S.  KNOWLSON,  DIRECTOR  OE  INDUSTRY 
OPERATIONS,  WAR  PRODUCTION  BOARD 

The  Chairman.  Will  you  be  seated,  Mr.  Knowlson,  and  give  your 
full  name  and  connections  to  the  reporter  ? 

Mr.  Knowlson.  My  name  is  James  S.  Knowlson.  My  connections — 
you  mean  in  private  life? 

The  CHAnRMAN.  Well,  give  them  both. 

Mr.  Knowlson.  I  am  president  and  chairman  of  the  board  of  the 
Stewart -Warner  Co.,  Chicago;  director  of  Industry  Operations  of  the 
War  Production  Board. 

The  Chairman.  How  long  have  you  been  the  Director  of  Industry 
Operations,  Mr.  Knowlson? 

Mr.  Knowlson.  I  think  Mr.  Nelson  asked  me  to  take  charge  of  In- 
dustry operations  shortly  after  the  formation  of  the  Board  at  the  end 
of  January  of  this  year.  Prior  to  that  time,  I  was  his  deputy  in  the 
Priorities  Division  since  September  of  that  j'ear. 

The  Chairman.  You  have  been  connected  with  the  war  emergency 
set-up  since  September  15? 

Mr.  Knoavlson.  September  15,  approximately. 

The  Chairman.  You  are  still  the  chairman  of  the  board  of  the 
Stewart- Warner  Co.  ? 

Mr.  Knowlson.  Yes,  sir. 

The  Chairman.  Are  you  here  on  a  dollar-a-year  basis  ? 

Mr.  Knowlson,  Yes,  sir. 

The  Chairman.  Your  connection  with  this  War  Production  Board 
places  you  in  control  of  the  so-called  conversion  program,  does  it  not? 

Mr.  Knowlson.  Yes;  it  does,  sir. 

The  Chairman.  You  have,  of  course,  read  and  no  doubt  heard  part 
of  the  testimony  this  morning  with  regard  to  Mr.  Guthrie's  charge  that 
the  conversion  j)rogram  has  been  willfully  held  up  and  has  not  been 
]jut  through  with  the  expedition  with  which  it  should  have  been,  due 
to  the  attitude  of  some  of  the  men  who  were  in  control  of  the  set-up. 
What  is  your  comment  on  that  ? 

Mr.  Knowlson.  With  your  indulgence,  I  should  like  to  outline  the 
conversion  problem  as  it  appears  from  my 

Tlie  Chairman  (interposing).  Have  you  a  statement? 

Mr.  Knowlson.  Yes;  I  have. 

The  Chairman.  Proceed  and  read  the  statement. 

Mr.  Knowlson.  May  I  say,  in  prefacing  it,  that  my  job  in  this 
industry  operations  means  that  I  have  charge  of  the  Bureau  of  Indus- 
try Branches. 

The  Chairman.  If  you  want  Mr.  Katz  to  sit  with  you,  it  would  be 
all  right  with  me. 

Mr.  Knowlson.  I  would  like  to  have  him  hold  my  hand.  This  is 
my  first  experience  with  you. 

The  Chairman.  I  don't  think  you  will  need  a  physician. 

Mr.  Knowlson.  I  don't  think  I  will,  either.  What  I  have  tried  to 
point  out  is  that  I  have  under  my  supervision  the  Bureau  of  Industry 
Branches,  the  Bureau  of  Industry  Committees,  the  Bureau  of  Priori- 
ties, the  Bureau  of  Conservation,  the  Bureau  of  Field  Services,  and  the 
Bureau  of  Government  Requirements.  I  am  deeply  aware  of  my 
ignorance  in  regard  to  many  of  the  details  of  what  goes  on  in  these 
branches,  because  mine  is  an  operating  job.    And  my  job,  as  I  have 
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conceived  it,  has  been  more  or  less  to  broadly  outline  the  policies  and 
the  way  we  went,  and  then  to  see  that  the  men  who  had  the  detail 
charge  of  the  operations  carried  it  out. 

Senator  Brewster.  How  many  do  you  have  under  you  ? 

Mr.  Knowlson.  I  think  there  are  about  3,700  people  in  the  bureaus 
here  and  some  2,000  in  the  field. 

Senator  Brewster.  And  how  many  divisions  is  that  ? 

Mr.  Knowlson.  There  are  six  bureaus  or  divisions  that  come  under 
me. 

Senator  Brewster.  That  is  about  5,000  employees  you  have  under 
your  direction  ? 

Mr.  Knowlson.  About  that ;  yes. 

POLICY   OF   GRADUAL  CURTAILMENT   OF  CIVILIAN  PRODUCTION   TO   EXPEDITE 

CONVERSION  PROGRAM 

Mr.  Knowlson.  My  personal  position  on  the  problem  of  conversion 
has  been  a  matter  of  record  in  my  own  community  and  I  think  it  is 
pretty  well  known.  For  over  2  years  I  had  been  preaching  conversion, 
not  only  from  the  standpoint  of  patriotism  but  from  the  fact  that  I  felt 
that  patriotism  and  self-preservation  went  hand  in  hand;  that  the 
people  in  manufacturing  who  did  not  convert  were  facing  very  trying 
times. 

As  I  see  it,  this  conversion  problem  presented  a  situation  in  which 
we  were  likely  to  err  either  on  the  side  of  oversimplification  or  over- 
amplification. 

Senator  Brewster.  Before  you  start  that — I  read  a  little  of  your 
publicity  this  morning  in  the  paper,  which  indicated  that  your  own 
particular  concern  had  gone  a  very  great  way  in  conversion. 

Mr.  Knowlson.  I  didn't  see  the  publicity,  sir,  but  I  have  had  no 
contact  with  my  own  concern,  except  twice,  since  I  have  been  here  in 
September:  but  if  I  may  make  a  guess,  I  would  say  that  (well,  they 
are  probably  finishing  up  a  few  radios  and  a  few  refrigerators)  over 
85  percent  of  their  work  today  is  in  war  production,  and  when  that  is 
over  it  will  be  all  in  war  production. 

Senator  Burton.  In  fact,  Mr.  Knowlson,  you  have  not  b6en  drawing 
a  salary  from  your  own  organization  while  you  are  here. 

Mr.  Knowlson.  That  happens  to  be  the  fact,  sir ;  yes. 

The  purpose  of  conversion  is,  of  course,  that  of  utilizing  existing 
plant  equipment  for  the  production  of  wartime  necessities.  To  carry 
out  that  policy  involves  two  requirements :  (1)  To  stop  utilizing  exist- 
ing plant  and  equipment  in  the  production  of  the  materials  of  a  peace- 
time economy,  other  than  those  which  are  essential  to  the  continued 
operation  of  the  economy,  and  (2)  to  put  a  brake  upon  the  creation  of 
new  facilities  to  produce  the  necessities  of  the  wartime  economy. 

The  fact  is  often  overlooked  that  during  the  18  months  prior  to  Pearl 
Harbor,  when  rightly  or  wrongly  we  did  not  feel  the  inexorable  pres- 
sure of  time,  all  emphasis  in  the  Nation  was  on  the  policy  of  expansion 
rather  than  on  that  of  conversion.  This  would  seem  to  have  been  per- 
fectly understandable,  for  we  had  an  enormous  body  of  unemployed 
workers,  extensive  unused  industrial  facilities,  and,  most  people  be- 
lieved, an  excess  of  supplies  and  materials. 

By  the  summer  of  1941  scarcities  of  materials  had  begun  to  be  felt. 
Most  of  the  slack  in  our  national  economy  had  disappeared,  but  it 
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wasn't  until  early  last  fall  that  we  embarked  on  even  a  moderate  pro- 
gram of  conversion.  This  program  was  evidenced  by  reduced  produc- 
tion of  quotas  for  automobiles  and  other  consumers  durable  goods. 

The  attack  on  Pearl  Harbor  focused  attention  upon  the  necessity  of 
conversion,  rather  than  expansion.  At  exactly  the  same  time,  our 
attention  was  likewise  focused  upon  the  necessity  of  drastically  con- 
serving materials  necessary  to  war  production.  It  became  obvious 
that  we  had  neither  the  time  for  orderly  expansion  of  facilities  beyond 
a  certain  point,  nor  the  surplus  in  manpower,  management,  or  ma- 
terials which  would  be  needed  to  utilize  these  additional  facilities  if 
we  built  them.  It  became  clear  that  further  expansion  of  military 
production  was  in  large  measure  de])endent  upon  a  corresponding  and 
rapid  contraction  in  civilian  industry. 

Conversion  itself  cannot  be  isolated  from  other  phases  of  the  trans- 
formation of  the  civilian  economy  to  that  of  an  all-out-war  economy. 
Conversion  is  merely  one  part — an  integral  part  and  not  an  isolated 
part — of  the  complex  and  violent  process  of  diverting  men,  materials, 
and  machines  from  peaceful  pursuits  to  those  of  war.  To  be  thor- 
oughly successful  the  effort  of  this  transition  must  be  synchronized 
with  the  placing  of  military  contracts.  The  effective  demand  for  war 
production  must  as  far  as  possible  keep  pace  with  the  curtailment  of 
civilian  production,  for  we  must  recognize  the  desirability  of  main- 
taining going  industrial  organizations  through  the  difficult  period  of 
transition. 

The  job  of  making  the  facilities  presently  engaged  in  civilian  pro- 
duction available  for  military  production  was  assigned  primarily  to 
■our  Division,  the  Division  of  Industry  Operations.  The  job  of  uti- 
lizing these  facilities  for  war  production  is  particularly  that  of  the 
services,  but  the  services  and  our  Division  have  been  mutually  con- 
cerned in  an  effort  to  make  this  transition  period  as  short  as  possible. 

The  dramatic  shut-down  of  the  great  automobile  industry  on  Febru- 
ary 1  has  led  many  people  to  believe  that  this  is  the  only  manner  in 
which  conversion  can  properly  take  place.  They  overlook  the  fact 
that  the  automobile  industry  was  in  the  process  of  being  converted  ever 
since  last  September,  that  it  was  prepared  for  the  shut-down  when  it 
occurred.  •  They  also  overlook  the  fact  that  it  was  already  heavily 
engaged  in  the  production  of  war  materials  and  that  the  continued 
large  production  of  military  automobiles  and  trucks  materially  simpli- 
fied the  problem  for  that  industry. 

It  is  well  to  remember  that  you  do  not  convert  an  industry.  You 
may  stop  an  industry,  but  you  convert  plants  and  do  it  plant  by  plant. 
In  shutting  down  or  curtailing  any  industry  the  result  of  such  an 
action  fans  out  a  great  deal  further  than  is  apparent  on  the  surface. 
In  our  action,  insofar  as  the  automobile  industry  itself  was  concerned, 
we  were  at  the  same  time  similarly  affecting  hundreds,  and  perhaps 
thousands,  of  companies  whose  facilities  had  been  utilized  previously 
for  the  production  of  automobile  parts  and  subassemblies.  The  prob- 
lems of  these  secondary  companies,  while  less  dramatic,  have  been 
nonetheless  interesting  and  important. 

Largely,  curtailment  and  conversion  have  been  taking  place  con- 
currently— for  conversion  takes  place  whenever  a  plant  takes  on  a 
war  contract  to  utilize  facilities  made  idle  by  the  direct  or  indirect 
effects  of  either  a  conservation  order,  which  prohibits  the  use  of  cer- 
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tain  scarce  materials,  or  a  limitation  order,  which  reduces  or  stops  the 
production  of  a  product. 

Thus,  in  every  case  one  of  our  conservation  and  limitation  orders 
which  have  been  issued  we  have  been  taking  steps  to  force  the  con- 
version of  plants  to  a  greater  or  lesser  degree,  and  it  is  our  experience 
that  in  any  industry  which  we  bring  in  here  for  discussion  of  the 
problem  we  find  that  over  90  percent  of  the  plants  involved  have 
already  some  war  work — in  other  words,  have,  to  some  measure,  at 
least,  been  converted. 

The  ideal,  of  course,  is  to  have  a  plant  turn  to  war  work  with  a 
minimum  of  lost  motion.  I  wish  I  could  report  that  our  efforts  at 
synchronization  have  been  highly  successful,  but  the  course  of  events 
has  been  too  rapid  for  us.  In  a  number  of  cases,  where  we  have 
planned  brief  periods  of  continued  production  for  civilian  industries 
in  an  effort  to  bridge  the  conversion  gap  and  to  enable  companies  to 
work  off  partially  fabricated  materials  to  hold  their  organization  to- 
gether, we  are  finding  that  the  scarcity  of  materials  for  civilian  use 
tends  to  force  some  of  the  companies  in  these  industries  to  shut  down 
well  in  advance  of  the  cut-off  date. 

As  a  matter  of  fact,  it  is  becoming  clearer  day  by  day  that  the 
necessity  to  conserve  materials  is  of  equal  or  greater  moment  than 
the  necessity  of  utilizing  production  facilities.  A  few  months  hence 
it  seems  likely  that  the  availability  of  materials  will  be  a  more  diffi- 
cult problem  than  the  availability  of  facilities,  of  the  taking  account 
of  the  aggregate  of  existing  facilities  and  those  now  being  built. 

At  this  point  I  should  like  to  point  out  that,  according  to  the  esti- 
mates of  our  Labor  Division,  the  demand  for  manpower  in  war  pro- 
duction will  be  so  great  that,  whether  all  existing  facilities  are  used 
or  not,  men  will  have  jobs. 

Our  Division  of  Civilian  Supply  has  been  assigned  the  task  of 
attempting  to  determine  the  maximum  extent  to  which  civilian  con- 
sumption may  be  reduced  to  release  resources  for  military  need. 
This,  I  believe,  has  been  a  most  important  factor  in  expediting  the 
shutting  down  or  curtailing  of  industry  preparatory  to  conversion. 

I  strongly  suspect  that  the  point  has  now  been  reached  or  is  close 
at  hand  when  we  may  find  it  necessary  to  give  close  attention  to 
the  maintenance  of  those  minima  which  are  essential  to  the  func- 
tioning of  civilian  economy  and  preservation  of  morale.  But  per- 
haps that  is  beside  the  point.  The  fact  is  that  whether  it  has  been 
because  we  wished  to  convert  facilities  to  war  production,  or  wished 
to  divert  materials  to  those  purposes,  we  have  been  checking  or 
entirely  stopping  our  civilian  economy  far  faster  than  many  people 
appreciate. 

The  record  is  plain  in  the  list  of  priority  actions  already  taken  or 
in  process.  Mr.  Nelson's  recent  release,  a  copy  of  which  has,  I 
believe,  already  been  filed  for  the  record  with  your  committee,  sums 
this  up.^ 

Some  of  the  problems  may  interest  you.  As  we  go  on  we  dis- 
cover that  a  surprising  number  of  industries  which  at  first  blush 
seem  nonessential,  are  at  least  partly  essential  to  modern  war.  The 
armed  services  require  what  is  apparently  a  vast  number  of  type- 
writers; defense  houses  need  stoves  and  refrigerators.      We  cannot 


^  See  Exhibit  No.  492.  aDDendis,  p.  5285. 
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convert  the  steel-casting  industry  in  its  entirety  to  the  manufacture 
of  tank  armor  for  the  simple  reason  that  complete  conversion  would 
involve  disastrous  results  for  our  transportation  system. 

Day  by  day  it  becomes  more  obvious  that  this  problem  is  one  not 
only  of  conversion  but  of  diversion  with  a  considerable  amount  of 
emphasis  on  the  diversion  of  materials  and  the  diversion  of  labor. 
The  construction  order  may  be  very  disturbing  and  possibly  will  not 
provide  facilities,  but  it  certainly  will  divert  large  amounts  of  ma- 
terial. Furthermore,  it  becomes  steadily  clearer  that  the  problem 
of  conversion  is  not  one  but  many  problems.  It  is  my  considered 
opinion  that  there  is  no  such  thing  as  a  single  conversion  policy 
which  can  be  adopted  to  fit  all  cases. 

The  school  of  opinion  which  today  advocates  the  complete  shut- 
down of  civilian  industries  in  the  belief  that  the  vacuum  thus  created 
would  be  automatically  and  quickly  filled  with  war  contracts  is  in 
my  opinion  based  more  upon  excitement  and  wishful  thinking  than 
upon  fact.  I  believe  that  the  best  policy  to  be  followed  is  that  of 
curtailing  production  by  means  of  conservation  and  limitation  orders 
and  at  the  same  time  crowding  war  production  in  factories  and 
progressively  forcing  conversion  without  breaking  up  more  than 
necessary  valuable  organizations  which  have  taken  years  to  build. 

We  must  bear  in  mind  that  our  objective  is  the  most  efficient 
utilization  of  our  national  resources. 

We  must  not  confuse  haste  with  speed.  We  must  not  let  our- 
selves become  hysterical  and  create  problems  which  would  otherwise 
not  exist.  From  the  standpoint  of  the  military  program  alone  the 
factor  of  industrial  morale  is  important  and  orderly  procedures 
desirable. 

As  you  will  see,  our  first  step  is  basically  to  put  industry  on  notice 
that  they  are  in  jeopardy;  to  make,  so  far  as  we  can,  a  quick  study 
of  the  inventory  situation,  the  amount  of  material  in  process,  the 
amount  of  the  end  production  which  is  necessary  for  war  purposes  or 
minimum  civilian  economy,  and  then  to  decide  upon  the  nearest  date 
when  a  prohibition  or  limitation  should,  in  the  light  of  all  these  factors, 
be  made  effective.  Aq  order  is  then  issued  which,  in  the  usual  case, 
prohibits  as  of  the  date  of  issuance  the  purchase  and  receipt  of  any 
further  critical  materials  except  insofar  as  they  may  be  necessary  in 
small  quantities  to  complet3  partly  fabricated  articles,  and  also  pro- 
vides a  final  cut-off  date  for  production,  generally  30  or  GO  days  from 
the  date  of  issuance  of  the  order. 

During  this  interim  period,  operations  are  permitted  at  a  reduced 
rate  based  upon  the  extent  to  which  it  is  deemed  advisable  to  permit 
the  use  of  the  inventory,  and  the  desirability  of  keeping  the  manage- 
ment and  key  personnel  of  the  plant  together  during  the  conversion 
period.  The  orders  generally  provide  for  permission  to  fabricate  re- 
pair parts  to  the  extent  possible  without  the  use  of  scarce  materials. 
The  orders  require  rej^orts  on  inventories  of  scarce  material  on  hand 
at  the  date  of  issuance  and  an  estimated  inventory  at  the  cut-off  date. 

So  far  as  possible  we  discourage  appeals,  although,  of  course,  we 
cannot  close  the  door  when  unusual  hardship  is  involved.  Hardship 
in  our  Division  generally  refers  to  difficulties  Mdiich  would  mitigate 
against  the  use  of  facilities  for  war  production;  as,  for  example,  diffi- 
culties arising  out  of  the  fact  that  a  company  is  financially  embarrassed 
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due  to  the  money  tied  up  in  goods  in  process  or  due  to  the  fact  that 
their  organization  should  be  kept  together  through  a  tooling  period, 
but,  by  and  large,  we  try  to  solve  these  difficulties  broadly  through  the 
order  itself  rather  than  through  the  method  of  individual  appeal.  I 
emphasize  this  because  there  have  been  two  schools  of  thought  on  this 
subject.  While  much  can  be  said  for  the  individual  or  company-by- 
company  approach,  we  feel  that  individual  handling  gives  rise  to  many 
inequalities  of  treatment  and  administrative  burdens  which  on  the 
whole  involve  more  danger  than  the  broad  approach. 

By  and  large,  the  most  difficult  problem  to  be  faced  is  the  disposal 
of  inventories  which  remain  at  the  cut-off  date.  This  problem  is  a 
matter  of  great  concern.  Step  by  step  we  believe  that  we  are  solving 
it  with  the  help  of  the  Defense  Supplies  Corporation  and  other 
agencies  set  up  by  the  R.  F.  C,  and  as  we  gain  experience  from  day  to 
day. 

The  materials  in  the  inventories,  as  disclosed  by  our  questionnaires, 
fall  into  three  classifications:  {a)  Materials  in  their  primary  forms; 
(b)  parts  semi  or  completely  fabricated  from  a  single  primary  form, 
and  (c)  all  other  parts.  Taking  care  of  the  (a)  classification  is  a 
relatively  simple  matter.  We  establish  price  schedules  for  these  prod- 
ucts, and  through  the  R.  F.  C.  make  arrangements  to  purchase  or 
requisition  these  materials  from  the  holders.  It  may  be  said  that  this 
part  of  the  program  is  in  operation,  limping  operation  to  be  sure,  but 
becoming  more  effective  clay  by  day. 

The  basis  for  taking  all  materials  covered  by  group  (b)  may,  we 
believe,  be  worked  out  in  about  the  same  manner  as  that  for  group  (a), 
perhaps,  plus  a  percentage  to  cover  a  reasonable  part  of  the  prime 
fabricated  cost.  We  are  now  in  the  process  of  investigating  schedules 
for  items,  such  as  forgings,  castings,  screw-machine  products,  on  the 
basis  of  the  (a)  schedules  without  allowance  for  manufacturing  loss — 
that  is,  of  material — but  plus  a  fabricating  percentage. 

Group  (c)  stands  as  yet  as  an  unsolved  class.  Thus  far  we  have 
been  unable  to  develop  a  formula  which  will  fit  this  classification.  We 
may  be  driven  to  deal  with  this  problem  on  a  case-by-case  basis.  This 
complexity  can  best  be  appreciated  by  a  hypothetical  example.  Let's 
take  the  case  of  a  radio  manufacturer.  We  can  work  out  a  program 
to  buy  his  copper,  aluminum,  and  other  metals  in  group  (a)  without 
difficulty.  We  expect  to  be  able  likewise  to  work  out  programs  for 
buying  parts  fabricated  of  scarce  materials.  But  we  may  find  that  he 
has  in  his  stock  a  large  number  of  radio  cabinets  or  plastic  materials 
which  have  been  immobilized  by  our  curtailment  orders.  This  mate- 
rial takes  up  valuable  floor  space.  In  addition,  he  has  capital  tied  up 
in  these  materials  which  he  must  have  if  he  is  going  to  convert  his 
plant  to  war  production.  The  materials  themselves  are  of  no  value  in 
the  war  economy.  The  facilities  may  be  badly  needed.  We  are  hopiiig 
that  this  phase  of  the  problem  will  prove  to  be  less  serious  and  diffi- 
cult than  it  now  appears  to  be,  and  that  at  least  each  day  will  bring 
us  a  clearer  picture. 

We  must  recognize,  however,  that  this  process  of  conversion  and 
diversion  will  create  some  industrial  distress.  This  distress  may  occur 
particularly  in  the  middle-sized  and  small  businesses  who  have  bank 
loans;  whose  goods  in  process  are  tied  up,  and  to  whom  war  contracts 
have  not  as  yet  become  available.  We  are  making  every  effort  to  use 
all  the  facilities  made  available  by  our  curtailment  and  conservative 
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measures,  and  I  hope  my  fears  may  prove  to  be  groundless.  However, 
I  should  not  be  surprised  if  within  6  months  from  now  we  hear  the  same 
voices  that  have  been  crying  that  we  did  not  move  fast  enough  raise  the 
yell  that  we  went  too  fast.  I  think  it  only  fair  to  add  that  I  believe 
industry  has  been  more  or  less  maligned  by  those  who  claim  that  they 
have  resisted  conversion.  I  don't  believe  that  industry  has  resisted 
conversion.  They  have  resisted  what  they  felt  might  be  liquidation. 
But  all  that's  over.  AVithin  the  next  2  or  3  months  what  is  left  of 
civilian  production  will  be  but  an  appendix  to  war  production,  and  the 
great  task  that  remains  before  the  services  and  the  War  Production 
Board  is  that  of  using  these  facilities  as  they  become  available. 

The  Chairman.  Senator  Brewster,  have  you  a  question? 

Senator  Brewster.  To  what  extent  have  you  been  concerned  with 
the  creation  of  additional  manufacturing  plants? 

Ml'.  Knowlson.  You  mean  in  our  division? 

Senator  Brewster.  Yes. 

Mr.  Knowlson.  That  does  not  come  within  our  division,  sir. 

Senator  Brewster.  Your  })i:oblem  is  confined  to  existing  industry? 

Mr.  Knowlson.  Yes,  sir. 

Senator  Brewster.  The  utilization  of  those  facilities? 

Mr.  Knowlson.  Yes,  sir. 

Senator  Brewster.  The  moment  that  the  facility  is  created,  it  does 
come,  I  su})pose,  within  your  jurisdiction? 

Mr.  Knowlson.  No.  As  a  matter  of  fact.  Senator,  when  the  facili- 
ties are  j)ut  in  use,  they  come  under  the  over-all  supervision  of  the  Pro- 
duction Division. 

Senator  Brewster.  That  is  Mr.  Harrison? 

Mr.  Knowlson.  Mr.  Hariison.  Ba'^ically,  they  remain  under  the 
supervision  of  the  services,  who,  after  all,  are  the  contracting  officers 
and  who  inspect  the  material,  follow  the  production,  and  accept  and 
use  it. 

Senator  Brewster.  You  know  there  has  been  a  great  deal  of  feeling 
that  small  l)usiness  has  been  the  forgotten  man.  Could  you  give  us  a 
little  more  concrete  picture  of  the  practical  procedure  you  adopt  to  try 
and  get  small  business  into  the  picture? 

Mr.  Knowlson.  The  practical  procedure  that  we  are  attempting  to 
adopt  is  through  our  subcontracting  work  in  the  local  offices. 

Senator  Brewster.  Precisely  what  is  the  name?  Is  that  the  Con- 
tract Distribution  Branch,  or  what  do  you  call  it? 

Mr.  Knowlson.  Well,  it  is  what  you  have  known  as  the  Contract 
Distribution  Branch,  and  basically  tfie  men  wlio  have  been  available 
there.  You  see,  after  Mr.  Nelson  formed  tht  War  Production  lioard, 
it  was  his  decision  that  all  these  agencies  be  brought  together  into  a 
whole  at  the  local  level.  It  is  his  jilan  and  his  ho])e  that,  created  lo- 
cally, there  will  be  a  small  War  Production  Board  housed  together 
and  not  stemming  from  various  divisions  here. 

Senator  Brewster.  And  that  would  be  in  each  State? 

Mr.  Knowlson.  No,  sir.  The  present  plan  is  to  have  13  geographical 
divisions. 

Senator  Brewster.  Approximately  on  Federal  Reserve  lines  ? 

Mr.  Knowlson.  Between  Federal  Reserve  lines  and  Ordnance  Dis- 
trict lines.  I  understand  there  are  14)?.  different  divisions  in  the  Gov- 
ernment.    , 
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Senator  Brewster.  And  what  will  be  done  by  the  State  organiza- 
tions which  have  been  created?    Are  those  to  continue  in  existence? 

Mr.  Knowlson.  They  will  be  melted  into  this  over-all  regional  or- 
ganization. 

Senator  Brewster.  And  they  will  have  jurisdiction  of  all  the  prob- 
lems that  come  within  your  purview. 
Mr.  Knowlson.  At  that  level. 
Senator  Brewster.  As  well  as  some  others. 
Mr.  Knowlson.  Yes,  sir. 

Senator  Brewster.  In  some  other  divisions.  We  have  made  avail- 
able, I  think,  around  $100,000,000,000  now  to  get  war  goods.  How 
does  the  little  fellow  squeeze  into  that  very  big  picture?  Just  what  is 
the  practical  procedure? 

Mr.  Knowlson.  I  have  been  a  little  manufacturer  most  of  my 
life.  As  a  matter  of  fact,  I  still  am  very  much  interested  in  the 
small  manufacturing  company.  If  he  has  the  proper  e(jui])ment 
and  is  alert,  as  I  think  good  small  manufacturers  are,  I  think  he 
gets  into  the  picture  without  much  help. 

Senator  Brewster.  Well,  would  that  be  through  contacting  a 
prime  manufacturer  ? 

Mr.  Knowlson.  Basically,  I  think  his  best  chance  is  contacting  a 
prime  manufacturer.  You  must  realize  that  these  new  purchase 
directives  that  Mr.  Nelson  has  promulgated,  as  you  know,  in  regard 
to  no  more  competitive  bids,  give  the  standard  products  to  the  little 
fellow,  and  things  of  that  kind,  help  him  a  great  deal,  because  where 
he  was  not  able  to  compete  with  the  mass  production  manufacturer 
on  price  previously,  that  hazard  is  removed — that  hurdle  is  removed. 
The  Chairman.  In  other  words,  you  are  giving  him  the  same 
chance  that  you  have  been  giving  the  big  fellows. 

Mr.  Knowlson.  Those  are  Mr.  Nelson's  instructions. 
The  Chairman.  To  work  out  a  negotiated  contract? 
Mr.  Knowlson.  Yes,  sir. 

Senator  Bijewster.  How  long  have  those  been  in  effect,  those  direc- 
tions? 

Mr.  Knowlson.  My  recollection  is  that  they  were  issued  about  the 
middle  of  March. 

Senator  Brewster.  So  it  hasn't  been  long  enough,  I  presume,  really 
to  see  the  full  effect  of  them  as  yet. 

Mr.  Knoavlson.  We  do  have  this.  Senator.  We  have  reports 
every  day  from  the  field  of  the  increased  interest  on  the  part  of 
prime  contractors  in  subcontracting.  Those  reports  come  to  us  from 
all  over. 

Senator  Bre"\vster.  Has  that  Contract  Distribution  Division  been 
completely  liquidated? 

Mr.  Knoavlson.  No,  sir.  That  is  now  a  part  of  the  Production 
Division,  under  Mr.  Harrison. 

Senator  Brewster.  And  I  gather  that  you  feel  it  isn't  so  practical 
for  the  little  man  to  get  a  direct  approach  in  this  pretty  large  field. 
Mr.  Knowlson.  I  think  generally  it  is  better  in  pretty  large  units 
for  the  little  man. 

Senator  Brewster.  How  well  has  it  worked  out  where  they  have 
undertaken  to  associate  themselves  together?  Has  that  been  proved 
practical? 

Mr.  Knowlson.  You  mean  in  pools? 
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Senator  Brewster.  Yes. 

Mr,  Knoavlson.  I  think  the  record  is  spotty. 

Senator  Brewster.  Some  S'ates  good,  some  bad? 

Mr.  Knoavlson.  I  am  speaking  without  sufficient  information  to  an- 
swer your  question,  but  my  own  judgment  is  that  pools  which  have  a 
mother  sponsor  of  considerable  size  and  financial  stability  and  engi- 
neering ability,  have  by  and  large  been  the  most  successful  type  of 
pool  from  a  practical  standpoint  so  far. 

The  Chairman.  Senator  Burton  ? 

STATEMENT  OF   JAMES    S.    KNOWLSON    RE   ADMINISTRATION   OF   BUREAU   OF 
INDUSTRY  BRANCHES,  W.  P.  B. 

Senator  Burton.  Mr.  Knowlson,  we  are  greatly  interested  in  the 
constructive  side  of  this  picture.  At  the  same  time,  we  are  under  in- 
structions from  Mr.  Nelson  to  investigate  the  Guthrie  situation.  You 
have  said  a  little  about  it  in  your  testimony.  Would  you  give  us  your 
opinion  upon  it? 

Mr.  Knowlson.  I  should  be  very  happy  to,  sir.  As  I  told  you,  I  am 
somewhat  ashamed  as  to  how  little  I  know  about  the  details  of  my  own 
organization.  I  am  further  ashamed  of  the  fact  that  I  have  been  so 
concerned  with  my  own  work  that  I  had  never  read  Mr.  Guthrie's  or 
Mr.  Reed's  testimony  before  the  Faddis  Committee  ^  and  only  read 
their  testimony  late  last  night.  Tliere  are  two  or  three  things  that  I 
should  like  very  much  to  comment  upon. 

My  ]oersonal  contacts  with  Mr.  Gutlirie,  so  far  as  I  can  remember, 
were  limited  to  two  or  three  times.  I  met  him  the  first  time  in  the 
lunch  room  and  brought  away  with  me  the  impression  that  he  was  a 
very  egotistical  person.  My  second  contact  with  Mr.  Guthrie  was 
when  he  came  into  my  room  to  explain  to  me  his  plans  with  regard  to 
the  radio  industry,  and  I  can  best  describe  my  reaction  by  saying  that 
after  he  left  (he  was  then  assistant  to  Mr.  Reed)  I  called  up  Mr. 
Houghton,  Mr.  Reed's  assistant,  and  told  Mr.  Houghton  that  I  stood 
aghast  at  the  number  of  things  that  Mr.  Guthrie  knew  positively  were 
so.  and  that  I  thought  he  was  a  dangerous  man  in  that  position. 

So  when,  two  or  three  days  afterward,  Mr.  Reed  told  me  that  they 
were  having  difficulties  from  the  standpoint  of  morale  in  the  opera- 
tions, that  he  was  afraid  he  would  have  to  put  ]SIr.  Guthrie  back  in 
charge  of  a  branch,  I  completely  seconded  his  intention  of  so  doing, 
and  when,  later,  Mr.  Houghton  came  to  me  in  Mr.  Reed's  absence  and 
said  there  was  still  further  difficulty  and  he  was  either  going  to  have 
to  break  up  the  branch  or  let  Mr.  Guthrie  go,  I  told  him  that  he  had 
my  full  concurrence,  and  my  main  suggestion  was  that  he  had  better 
let  Mr.  Guthrie  go. 

After  reading  the  testimony,  I  think  the  only  mistake  I  made  was  in 
not  insisting  that  he  let  Mr.  Guthrie  go. 

As  Mr.  Reed  has  said,  1  don't  think  any  of  us  can  claim  that  we  per- 
sonally deserve  credit  for  carrying  this  conversion  flag.  I  think  it  has 
been  one  of  those  general  fields.  We  were  charged  with  that  job  when 
I  took  this  over. 

Mr.  Reed  recited  in  his  testimony,  I  noticed,  that  on  February  14, 
just  about  as  soon  as  I  got  my  feet  on  the  ground,  a  general  order  was 
issued  of  the  duties  of  the  branch  operations,  pointing  out  that  was 

1  A  subcommittee  of  the  House  MiUtary  Affairs  Committee. 
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their  first  job.  That  was  February  14.  At  my  staff  meetings  I  reiter- 
ated the  necessity  for  speed.  At  my  meeting  of  March  11  (I  checked 
up  last  niglit)  I  asl^ed  for  a  schedule.  This  was  before  Mr,  Guthrie's 
blow-up  and  when  your  committee  was  a  little  cloud  no  bigger  than  a 
man's  hand  in  my  life. 

When  I  asked  i' or  that  schedule,  at  the  time  I  was  pretty  rough  about 
the  matter,  because  I  thought  that  we  were  a  little  slow,  but  my  criti- 
cism was  not  directed  toward  what  the  branches  or  toward  what  any  of 
the  divisions  were  doing,  but  toward  the  slowness  of  our  democratic 
processes,  which  Mr.  Reed,  I  think,  also  described  to  you.  It  has  been- 
the  practice  in  all  these  orders  to  hear  all  sides  of  the  case  and  to  bring 
in  all  opinions  and,  so  far  as  possible,  to  obtain  concurrence  in  the  order 
before  it  goes  through. 

The  Chairman.  You  understand,  Mr.  Knowlson,  that  the  only  rea- 
son the  committee  is  going  into  this  linen-laundry  business  is  that  Mr. 
Nelson  asked  us  to, 

Mr,  Knowlson,  I  understand  perfectly,  sir,  I  think  I  understand 
that,  and  I  have  no  particular  desire  to  do  other  than  try  to  straighten 
out  some  of  the 

The  Chairman  (interposing) .  Incidentally,  we  were  hoping  that  as 
we  went  along  we  would  get  some  constructive  information  from  you 
gentlemen  which,  I  am  happy  to  say,  we  have. 

Mr,  Knowlson.  Thank  you,  sir. 

There  are  tAvo  other  points  upon  which  I  might  help  the  record  on 
this  particular  phrase,  if  you  would  like  to  have  me  do  so. 

The  Chairman.  Proceed. 

Mr.  Knowlson.  Mr.  Guthrie  speaks  about  Mr.  Nelson  having  stepped 
on  Mr.  Reed.  If  he  has,  I  don't  know  it.  He  hasn't  stepped  on  me  be- 
cause, if  he  had,  I  would  have  resented  it,  and  I  would  remember  that 
pretty  well. 

He  speaks  of  my  interference  in  the  matter  of  the  wool  order,  and  I 
think  I  would  like  to  say  a  little  about  that,  I  didn't  know  then,  and  I 
don't  know  today,  the  merits  of  the  wool  order.  The  wool  order  passed 
through  all  this  laborious  channel  where  everyone  had  a  chance  to  be 
heard.  It  passed  from  the  level  of  the  branches  up  through  the  clear- 
ance committee  and  was  ready  to  sign.  I  was  informed — I  have  for- 
gotten by  whom,  but  it  was  by  one  of  Mr.  Hillman's  men — that  Mr. 
Hillman  himself  had  some  question  as  to  whether  this  order  was  a  good 
order;  whether  it  was  as  good  as  it  should  be.  That  at  once  brought 
the  thing  to  my  level,  because  Mr.  Hillman  is  head  of  one  division  and 
1  am  the  head  of  another. 

So  I  looked  at  the  order  and  asked  that  it  be  brought  in,  I  tried  to 
get  hold  of  Mr,  Hillman,  Mr,  Hillman  was  not  in  town.  There  were 
many  reasons  that  the  order  should  be  issued — time  reasons.  So  I  got 
one  or  two  of  Mr.  Hillman's  assistants  and  some  people  from  the 
branch,  and  we  talked  the  matter  over.  As  I  say,  I  know  nothing  about 
the  merits  of  the  thing,  but  this  question  of  blending  was  brought  into 
the  picture.  I  am  trying  to  state  this  correctly.  Mr.  Hillman's  people 
felt  that  the  order  as  it  stood  was  a  perfectly  good  order,  but  that  the 
question  of  blending  should  be  raised  in  the  next  order.  So  I  said  to 
the  group,  "If  that  is  a  satisfactory  solution ;  if  you  gentlemen  from 
the  branch  and  you  gentlemen  from  the  Labor  Division  are  willing  to 
pass  this  order,  provided  a  press  release  is  made  saying  that  blending 
will  be  considered,  then  there  will  be  no  reason  for  holding  it  up.    If 
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you  do  not  agree  in  the  press  release,  then  we  will  hold  it  up  until 
Monday,  when  Mr.  Hillman  comes  back." 

They  left  my  office,  and  I  presume  they  agi-eed  on  the  press  release 
and  the  order  went  out.     That  was  the  whole  background  of  that. 

Senator  Bukton.  On  that  point,  Mr.  Knowlson,  I  assume,  then,  that 
on  the  woolen  question  without  passing  on  the  merits,  you  are  taking 
a  position  which  did  not  agree  with  Mr.  Guthrie's  point.  He  was  in 
favor  of  blending. 

Mr.  Knowlson.  I  never  knew  Mr.  Guthrie  was  in  it  at  all.  I  didn't 
see  Mr.  Guthrie  at  the  time  and  I  didn't  know.  If  he  was  not  in  favor 
of  it,  his  lack  of  concurrence  should  have  come  up  to  the  clearance 
committee  or  he  should  have  stopped  it  at  his  own  level. 

Now.  this  question  of  refrigeration  was  also  brought  up.  You  must 
remember  that  both  Mr.  Reed  and  I  have  stood  away  from  all  con- 
sideration of  refrigeration  because  both  our  companies  were  builders 
of  refrigerators,  his  on  a  large  scale,  mine  on  a  very  small  one.  My 
attention  was  called  to  a  decision  in  regard  to  the  Stewart-Warner, 
not  by  Civilian  Supply,  as  stated  in  the  testimony,  or  by  Labor,  but 
by  one  of  our  own  pricjrity  specialists.  It  was  called  to  my  attention 
because  it  was  thought  it  might  be  embarrassing  to  me.  My  reason 
for  stopping  that,  however,  was  not  because  of  embarrassment,  be- 
cause I  am  used  to  that,  but  because  it  offended  the  policy  principle 
which  I  outlined  in  this  memo  that  I  gave  you,  namely,  that  basically 
I  am  opposed  to  individual  consideration  of  cases.  I  think  there  is 
much  to  be  said  for  it.  I  think  it  is  the  fairest  thing  if  you  have  the 
time,  if  you  have  the  personnel  to  liear  those  cases.  I5ut  we  have 
neither  the  time  nor  the  personnel.  Therefore,  I  have  taken  the  posi- 
tion that  I  would  like  tliese  things  done  on  an  industry  basis  rather 
than  on  an  individual  basis.  I  stopped  it  for  that  reason.  I  called 
]\Ir.  Reed  at  that  time  and  we  talked  refrigeration.  I  said  to  him, 
"We  have  got  to  get  somebody  in  the  refrigeration  picture  who  knows 
something  about  refrigeration  and  can  push  these  people  around."  I 
am  speaking  of  the  refrigerator  fellow.  That  night  I  happened  to 
think  of  Mr.  Evans  whom  I  had  known  for  a  long  time  and  I  sug- 
gested Mr.  Evans'  name  to  Mr.  Reed  and  told  him  to  get  him. 

Mr.  Evans  came  down,  and  as  shown  in  the  testimony,  I  don't  think 
either  Mr.  Reed  or  I  talked  to  him,  but  Mr.  Evans  at  first  blush  favored 
the  policy  of  individual  treatment.  Again  I  heard  this  in  the  after- 
noon from  our  priority  people,  and  in  the  later  staff  meeting  Mr. 
Henderson  handed  me  a  memorandum  on  the  subject ;  and  I  again 
called  the  group  in  my  office  and  reiterated  the  policy  that  it  had  to  be 
on  an  industry  basis  rather  than  on  an  individual  basis.  There  was 
never  any  disagreement  between  Mr.  Reed  and  myself  as  to  that  point, 
and  anyone  who  says  that  Mr.  Reed  has  stood  against  conversion 
is  guilty  of  gross  misrepresentation,  in,  my  opinion.  Personally,  I 
believe  the  whole  organization  has  done  a  good  job  and  I  think  Mr. 
Reed  has  done  an  outstanding  job  in  taking  a  very  disorganized  and 
very  sprawling  organization  and  in  21/2  months  shaping  it  up  and 
getting  the  results  out  of  it  that  he  has  gotten. 

Senator  Burton.  Mr.  Knowlson,  you  would  say,  then,  that  you  sup- 
port Mr.  Reed's  administration? 

Mr.  Knowlson.  I  do,  sir. 

Senator  Burton.  And  his  handling  of  even  the  Guthrie  situation? 

Mr.  Knowlson.  Yes.  sir.     I  think  it  was  too  mild. 
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Senator  Burton.  You  yourself  have  not  had  much  contact  with 
Mr.  Guthrie,  but  I  would  take  it  that  your  conclusions  would  be 
that  his  resignation  has  been  beneficial,  let  us  say,  from  two  points 
of  view.  One,  that  it  did  emphasize,  as  Mi-.  Guthrie  wished  to 
emphasize,  the  conversion  standpoint — it  received  emphasis.  And 
the  other  is  that  it  eliminated  friction  within  the  organization  at 
the  same  time. 

Mr.  Knowlson.  I  heartily  subscribe  to  the  r;econd,  sir. 

Senator  Buinox.  But  you  don't  give  the  credit  for  additional  em- 
phasis on  the  conversion  need. 

Ml'.  KxowLsoN.  I  don't  tliink  so. 

critic'is:m  of  w.  r.  p>.  policy  of  empl-oying  dollar-a-year  men 

Senator  Burton.  The  Guthrie  testimonj'  also  raised  in  a  direct 
manner  the  question  of  dollar-a-year  men.  Would  you  give  us  your 
personal  view  as  to  how  we  can  best  handle  the  securing  of  the 
services  of  men,  for  exami)le,  like  yourself,  who  are  of  outstanding 
positions  in  an  industry  and  of  outstanding  experience,  and  yet  put 
them  on  a  basis  with  the  (if)vernm('nt  where  we  can  feel  that  we  are 
receiving  their  full  and  undivided  loyalty  and  support,  and  the  public 
can  feel  the  same? 

Mr.  Knowlson.  I  am  afraid  I  can't  be  very  helpful  on  that,  sir. 
I  don't  think  I  have  any  convictions.  To  me  it  is  a  question  of 
personal  integrity  rather  than  anything  else.  My  experience  has 
been  that  about  the  same  percentage  of  worthless  fellows  is  in  high- 
salaried  classes  as  there  is  in  the  low — no  greater  or  no  less.  I 
don't  know  aii}^  way  to  judge  people  except  by  your  experience,  and 
their  reputati(m  and  personal  integrity.  I  think  I  am  a  little  fuzzy 
on  the  question.     I  have  never  quite  understood  it. 

Senator  Birton.  I  take  it  that  you  would  say  that  a  man  is  per- 
fectly capable  of  coming  here  and  devoting  his  full  attention  to  his 
duties  in  his  governmental  capacity  such  as  you  have  here,  as  he 
would  be  if  he  went  into  the  Army  and  devoted  his  attention  to  that 
capacity  there  and  might  still  be  drawing  some  pay  from  his  home 
compa)iy.  as  some  of  them  do. 

Mr.  Knowlson.  I  tliink  so,  sir. 

Senator  Burton.  So,  it  is  not  a  question  whether  j'ou  are  receiving 
$1,  or  $5000  frtjm  the  Govermnent.  It  is  not  a  question  in  your 
mind  whether  you  are  actually  receiving  salary  from  your  home 
companv  or  not,  although  you  said  in  your  case  you  are  not. 

Mr,  Knowlson.  That  happens  to  be  correct,  sir.  I  think  I  have 
never  quite  understood  and  I  plead  ignorance — whether  the  question  is 
directed  at  businessmen  as  businessmen,  whether  they  are  on  salary  or 
not.  or  whether  it  is  directed  at  the  question  of  the  salary  involved. 

The  Chairman.  The  question  is  directed,  for  yfmr  information,  Mr. 
Knowlson.  at  a  man's  natural  inclination  and  his  loyalty.  The  question 
was  brought  uj)  by  the  fact  that  it  is  a  most  difficult  thing  for  a  fellow 
to  serve  the  Government  if  the  interests  of  the  company  with  which  he 
is  connected  are  in  some  way  to  be  jeopardized  by  actions  Avhich  he  has 
to  take  in  the  interest  of  the  Government.  You  have  demonstrated 
that  it  can  be  done.  And  the  very  fundamental  thing  at  the  base  of 
this  is  personal  integrity,  and  the  thing  that  alarms  some  of  us  is  the 
fact  that  we  saw  the  difficulty  that  a  man  would  have  in  two  loyalties, 
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and  it  was  our  contention — my  contention,  if  you  please — that  a  man 
should  and  could  in  the  best  interests  of  the  Government  and  the  best 
interests  of  the  welfare  of  the  country  have  but  one  loyalty  at  this 
time,  as  the  Government  of  the  United  States  is  in  an  effort  to  win  this 
v/ar,  and  that  is  really  what  brought  about  the  controversy  over  the 
dollar-a-year  men.  We  were  convinced  that  there  were  some  whose 
loyalties  to  their  companies  came  before  their  loyalty  to  the  Govern- 
ment of  the  United  States,  which  they  had  taken  an  oath  to  serve. 
That  is  the  line  of  demarcation.  It  is  not  a  case  of  anything  else  but  a 
man's  ability  to  have  only  one  loyalty  under  these  circumstances,  and 
that  is  the  loyalty  to  the  Government  to  win  this  war,  no  matter  how  it 
hurts  his  company.  And  we  can't  help  but  think  if  a  man's  whole  life 
has  been  .spent  in  the  creation  of  an  industry,  as  some  of  them  have 
been,  and  that  he  is  now  receiving  a  tremendous  salary — to  some  of  us 
it  seems  tremendous ;  he  probably  is  worth  it,  and  we  don't  raise  any 
contention  over  that — his  loyalty  naturally  would  come  first  to  the 
place  where  his  heart  had  been  and  where  his  bread  and  butter  is. 
Under  present  conditions,  in  our  opinion,  his  loyalty  must  be  first  to 
the  Government  and  the  people  of  the  United  States  to  win  this  war. 
That  is  the  whole  argument  as  far  as  I  am  concerned. 

Mr.  Knowlson.  I  think  I  appreciate  that.  I  simply  come  back  to 
the  question  that  it  is  a  personal  question,  sir.  To  anyone  with  a 
philosophical  frame  of  mind,  no  matter  what  his  position  was  in  his 
company,  he  must  recognize  today  that  for  his  own  company's  sake 
the  job  is  to  get  out  this  war  production,  isn't  it  ? 

The  Chairman.  That  is  right ;  that  is  correct. 

Mr.  Knowlson.  No  matter  what  immediate  sacrifice  may  be  de- 
manded of  his  own  organization,  if  we  don't  win  the  war  it  isn't  any 
good  anyway. 

The  Chairman.  You  won't  have  any  organization.  That  is  the 
answer  exactly. 

Mr.  Knowlson.  I  confess  this,  that  I  have  a  great  feeling  that  with 
the  proper  men  you  get  quicker  and  sharper  action  by  having  a  man 
who  knows  his  own  industry  thoroughly  giving  orders. 

The  Chairman.  I  agree  with  that. 

Mr.  Knowlson.  When  I  want  a  really  tough  foreman  I  don't  pick 
out  a  college  professor  or  a  social  worker.  I  pick  out  one  of  the  men 
who  has  been  a  worker  in  that  section.  And  I  am  very  happy  to  have 
Mr.  Maury  Maverick  in  charge  of  the  State  and  Local  Government  Re- 
quirements Section,  because  I  think  he  is  almost  a  professional  in  that 
regard.  And  so,  too,  from  my  own  standpoint,  knowing  my  breed  as 
well  as  I  do,  I  think  if  you  have  the  right  men  they  enjoy  pushing  their 
own  group  around  and  can  do  it  more  capably  than  anybody  else  can. 

The  Chairman.  I  think  you  are  absolutely  right  in  that,  but  the 
point  of  contention 

Mr.  Knowlson  (interposing).  Yes;  I  understand. 

The  Chairman.  Is  a  man's  loyalty. 

Mr.  Knowlson.  But  there  is  one  thing  that  I  think  I  should  say  in 
regard  to  the  dollar-a-year  men — and  I  don't  know  which  men  that  I 
contact  are  dollar-a-year  men  and  which  are  not.  But  I  do  know  that 
a  great  many  men  who  are  here  at  $1  a  year,  particularly  the  younger 
men,  have  been  men  who  have  been  called  here,  not  men  who  have 
come  here. 
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The  Chairman.  I  understand  that.  There  is  a  difference  between 
a  consultant  and  a  fellow  in  an  executive  position. 

Mr.  Knowlson.  Yes,  sir. 

The  Chairman.  If  a  fellow  is  called  here  as  a  consultant  on  a  dol- 
lar-a-year  basis  and  if  he  draws  pay  nobody  can 'find  fault,  because 
it  is  up  to  that  executive  to  find  out  whether  or  not  there  is  self-interest 
in  his  information  which  he  gives  to  the  executive.  Proceed  Senator, 
I  am  sorry. 

Senator  Burton.  I  appreciate  your  expression  of  point  of  view  be- 
cause it  is  a  problem  which  has  been  raised  by  this  particular  case,  the 
charges  involved  in  this  case,  because  certain  individuals  are  dollar- 
a-year  men  but  are  drawing  $120,000  or  $60,000  or  $20,000  from  outside, 
and  it  has  had  an  effect  upon  this  case.  I  take  it  from  your  testimony 
you  think  it  has  not  had  an  effect  on  the  decisions  made  and  action 
taken  on  the  Guthrie  case. 

Mr.  Knowlson.  I  don't  think  it  has  had  any  effect  on  the  action  of 
Mr.  Reed,  to  be  specific,  in  this  case,  no  sir. 

Senator  Burton.  Or  that  the  disagreement  between  Mr.  Guthrie's 
position  and  the  position  of  the  dollar-a-year  men  has  been  due  to  the 
fact  that  they  are  drawing  salaries  from  their  home  companies. 

Mr.  Knowlson.  You  see,  sir,  you  get  down  to  this  question  of 
personalities.  I  do  not  know  the  personalities  involved  in  the  materials 
section. 

Senator  Burton,  Neither  do  we;  but  we  are  trying  to  try  the  case 
as  it  is  presented  to  us. 

Mr.  Knowlson.  I  am  sorry,  I  can't  be  helpful  on  that. 

Senator  Burton.  Just  a  word  more  here.  You  have  indicated  that 
it  is  within  your  jurisdiction  to  study  conversion  and  to  secure  the 
necessary  supplies  of  raw  materials — that  is,  not  secure  them  but  to  see 
that  they  are  there ;  provide  for  them,  plan  for  them. 

Mr.  Knowlson.  No,  sir ;  the  Materials  Division  is  vmder  Mr.  Batt. 
It  is  one  of  my  jobs  to  route  those  materials  through  the  Priorities 
Section  from  the  place  where  they  are  created  to  the  place  where  they 
fall  into  the  end  products. 

Senator  Burton.  It  is  not  your  responsibility  to  see  to  it  whether  or 
not  there  is  a  rubber  shortage,  for  example  ? 

Mr.  Knowlson.  No,  sir. 

Senator  Burton.  But  the  small-business  problem  does  come  in  your 
particular  division,  the  use  of  as  much  small  business  as  possible  in 
filling  war  orders.    Does  that  come  under  you  directly  ? 

Mr.  Knowlson.  Small  business  has  never  been  assigned  to  me  as  a 
problem.  My  problem  is  to  do  everything  I  can  to  make  available 
all  the  facilities  of  our  national  economy  to  war  production. 

Senator  Burton.  But  this  small-business  unit  that  you  referred  to, 
that  is  not  under  your  direction  ? 

Mr.  Knowlson.  No,  sir. 

Senator  Burton.  Whose  direction  is  it  under? 

Mr.  Knowlson.  The  small-business  unit  has  been  a  particular 
charge  of  the  Contract  Distribution  Group,  as  such. 

Senator  Burton.  Not  under  any  one  of  these  divisions,  then? 

Mr.  Knowlson.  The  Contract  Distribution  Group,  as  such,  is  now 
under  Mr.  Harrison  in  the  Production  Division,  sir. 

Senator  Burton.  That  is  all.    Thank  you. 
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The  Chairman.  Any  questions^  Mr.  Clark  ? 

Mr.  Clark.  Mr.  Knowlson,  did  Mr.  Keed  act  independently  of  you  ? 
In  other  words,  did  he  dispose  of  administrative  matters  and  policy 
matters  within  the  Bureau  of  Industry  branches  without  consulting 
you  ? 

Mr.  Knowlson.  Can  you  give  me  an  example  so  that  I  can  be  per- 
fectly clear? 

Mr.  Clark.  You  are  familiar  with  administrative  order  No.  4. 
are  you  not?  That  is  a  memorandum  or  administrative  order  of 
February  10  from  Mr.  Nelson,  wherein  he  states  that  no  person  shall 
be  appointed  as  a  branch  chief  making  any  decisions  aifecting  the 
particular  industry  from  which  he  came.  Are  you  familiar  with  that, 
Mr.  Knowlson? 

Mr.  Knowlson.  I  am. 

Mr.  Clark.  Now,  I  ask  again 

Mr.  Knowlson  (interposing).  Go  ahead. 

Mr.  Clark.  Whether  Mr.  Reed  conferred  with  you  regarding  the 
continuance  of  four  branch  chiefs,  Mr.  Winton,  Mr.  Bristol,  Mr.  Town- 
send,  and  Mr.  Brower,  in  positions  where  they  were  making  decisions 
affecting  their  own  industries  ? 

Mr.  Knowlson.  Yes.  Mr.  Reed  discussed  the  matter  with  me  on 
several  occasions. 

Mr.  Clark.  And  what  was  your  advice  to  Mr.  Reed? 

]Mr.  Knowlson.  My  advice  to  Mr.  Reed  was  that  he  had  better  leave 
them  alone  until  he  could  find  better  men  or  arrange  transfers  that 
would  be  satisfactory. 

Mr.  Clark.  "Well,  was  that  in  conformity  with  the  spii'it  of  xA^dminis- 
trative  Order  No,  4. 

Mr.  Knoavlson.  I  think  it  was  in  accordance  with  the  spirit  of 
Administrative  Order  No.  4  if  you  take  the  time  element  into  account. 
You  cannot  take  an  organization  such  as  Mr.  Reed  took  and  put 
together  and  make  all  these  changes  over  night. 

Mr.  Clark.  Well,  that  order  was  issued  February  10,  Mr.  Knowl- 
son ? 

Mr.  Knowlson.  Yes,  sir. 

Mr.  Clark.  This  is  April  16,  and  those  men  are  still  there. 

Mr.  Knowlson.  Yes ;  and  very  possibly  will  remain  there  for  some 
time  to  come. 

Mr.  Clark.  Well,  how  do  you  reconcile  that  with  Mr.  Nelson's 
explicit  order  ? 

■  Mr.  Knowlson.  I  would  like  to  read  that  order.     Was  it  as  you 
stated  it  exactly  ? 

Mr.  Clark.  Substantially  that.  Mr.  Katz  can  probably  assist  you 
on  that.  He  s])ells  out  a  technical  refinement  by  saying  that  as  long 
as  it  doesn't  affect  their  own  companies — I  think  Mr.  Katz  explained 
it  to  you. 

Mr.  Knoavlson.  Yes. 

Mr.  Clark.  But  do  you  think  that  is  well  taken?  If  they  are  in 
an  industry,  it  doesn't  make  any  difference  whether  they  are  represent- 
ing their  own  company,  does  it? 

Mr.  Knoavlson.  I  think  it  does.  I  think  that  was  Mr.  Nelson's 
order,  that  they  should  make  no  decisions  in  respect  to  their  own 
company. 
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Mr.  Clark.  Well,  don't  you  think,  as  Senator  Truman  has  so  well 
put  it,  that  basically  the  issue  regardino;  dollar-a-year  men  is  a  sub- 
conscious gravitation  to  their  own  industry,  not  their  particular  firms, 
but  an  entente  cordiale  toward  their  entire  industry;  isn't  that  correct? 
In  connection  with  Mr.  Evans,  you  say  neither  you  nor  Mr.  Reed 
spoke  to  him. 

Mr.  Knowlson.  Wait  a  moment;  I  said  that  I  didn't,  and  that  I 
didn't  know  him.     I  am  sorry. 

Mr.  Clark.  Oh,  I  see.  Well,  Mr.  Reed  says  that  he  gave  him  no 
instructions.  Now,  did  you  have  a  conference  with  Mr.  Reed  re- 
garding Mr.  Evans  ? 

Mr.  Knowlson.  I  suggested  that  Mr.  Reed  bring  Mr.  Evans  down. 

Mr.  Clark.  You  suggested? 

Mr.  Knowlson.  Yes. 

Mr.  Clark.  Why  did  you  suggest  bringing  Mr.  Evans  down,  Mr. 
Knowlson  ? 

Mr.  Knowlson.  Because  I  knew  that  Mr.  Evans  was  a  tough-minded 
fellow  who  had  been  attached  to  but  was  not  a  part  of  the  domestic 
refrigerator  business,  who  had  been  in  charge  of  the  refrigerator 
branch  of  N.  E.  M.  A.  because  he  was  the  only  person  that  they  could 
ever  agree  on,  and  who  would  have  more  fun  making  large  companies 
uncomfortable  than  anyone  else  I  knew,  if  you  want  the  bitter  truth. 

Mr.  Clark.  I  see.  Had  Mr.  Reed  advised  you  that  at  a  conference 
held  on  February  10  an  accord  Avas  reached  regarding  the  termina- 
tion date  of  curtailment  regarding  the  refrigeration  industry  and  it 
was  set  at  March  31? 

Mr.  Knowlson.  I  have  no  such  recollection,  and  I  do  not  know 
whether  Mr.  Reed  knew  it.     I  have  no  such  recollection. 

Mr.  Cl\rk.  Well,  you  suggested  to  Mr.  Reed  that  he  bring  Mr. 
Evans  dowii.  Were  you  dissatisfied  with  the  progress  being  made 
by  the  ])arties? 

Mr.  Knowlson.  I  was  dissatisfied — I  must  have  suggested  this  to 
Mr.  Reed  before  that  accord  was  reached,  because  I  was  dissatisfied 
with  this  business  of  individual  appeals  and  individual  decisions.  1 
wanted  an  accord  reached,  and  I  did  not  want  to  be  in  the  picture. 

Mr.  Clark.  You  couldn't  very  well  have  an  appeal  without  a  cur- 
tailment order,  could  you? 

Mr.  Knowlson.  There  was  a  curtailment  order  in  effect,  if  I  recall 
correctly. 

Mr.  Clark.  Well,  our  understanding  is  that  there  was  not.  Our 
understanding  is  that  they  had  reached  an  accord  on  February  10 
.setting  a  date  of  March  31  and  then  were  going  to  meet  the  following 
day  to  draft  an  appropriate  order.  AYe  understand  further  that  on 
February  11,  Mr.  Evans  appeared  as  the  personal  representative  of 
Mr.  Reed,  and  a  discussion  was  had,  and  a  proposition  was  offered 
by  Mr.  Evjins  to  push  that  date  up  to  June  30.  Then  one  of  the 
representatives  of  Leon  Henderson,  Mr.  Stein,  reported  back  to  Mr. 
Henderson  and  told  him  about  this  situation,  and  Mr.  Henderson 
thereupon  addressed  a  memorandum  to  you  dated  February  12,^ 
another  meeting  then  was  held  and  a  compromise  date  (I  call  it  a 
compromise  date)   of  April  30  was  set.     What  was  the  reason  for 

^  Exhibit  No.  489,  appendix,  p.  5283. 


5070  INVESTIGATION  OF  THE  NATIONAL  DEFENSE  PROGRAM 

Mr.  Evans'  suggesting  that  extension  to  June  30?.  He  was  from  that 
industry,  wasn't  he? 

Mr.  Knowlson.  No. 

Mr.  Ci-ARK.  But  you  said  he  was  in  charge  of  the  refrigerator 
branch  of  the  N.  E.  M.  A. 

Mr.  Kkowlsgn.  That  is  right. 

Mr.  Clark.  And  that  is  why  you  suggested  that  he  come  down? 

Mr.  Knowlson.  Yes,  sir. 

Mr.  Clark.  I  see.     Well,  what  was  the  reason  for  that? 

Mr.  Knowlson.  I  don't  know  his  reason.  I  can  tell  you  the  reason 
that  the  final  date,  whatever  day  it  was,  was  set.  That  was  set  in  my 
office 

Mr.  Clark  (interposing).  I  see. 

Mr.  Knowlson.  When  we  determined,  by  the  advice  of  Civilian 
Supply,  that  a  certain  number  of  refrigerators  were  needed  for  stock 
pile,  theoretically,  to  carry  this  country  for  2  years. 

The  Chairman.  In  other  words,  you  were  trying  to  do  what  I  was 
talking  to  Mr.  Nathan  about  awhile  ago,  if  I  understand  you  cor- 
rectly, to  put  up  a  backlog  to  take  care  of  the  fellows  who  had  to  stay 
at  home  and  work. 

Mr.  Knowlson.  That  is  right. 

Mr,  Clark.  I  asked  the  question,  Mr.  Knowlson,  because  you  said.^ 

The  attack  on  Pearl  Harbor  focused  attention  upon  a  necessity  in  conversion 
rather  than  expansion  at  exactly  the  same  time  our  attention  was  likewise 
focu.secl  upon  the  necessity  of  drastically  conserving  njaterials  necessary  to  war 
production. 

Well,  now,  it  strikes  me  that  in  Mr.  Evans'  suggesting  an  extension 
date  of  June  30,  it  would  be  diverting  strategic  materials  so  necessary 
and  essential  to  the  war  effort.  Mr.  Nathan  testified  this  morning  that 
we  were  in  a  very  critical  condition  regarding  war  materials,  saying 
that  that  condition  prevailed  3  months  back. 

Mr.  Knoavlson.  You  see,  the  materials  involved  in  this  case  were 
all  in  semifabricated  form.  This  problem  that  I  have  tried  to  out- 
line, of  reclaiming  materials  from  the  semifabricated  form,  is  a  very 
involved  one.  As  a  matter  of  fact — and  I  think  I  am  quoting  cor- 
rectly— at  the  time  we  shut  down  the  refrigerator  industry,  it  was 
estimated  that  they  could  make  another  million  refrigerators  from 
the  materials  that  they  had  on  hand  with  very  little  priority  assist- 
ance. We  did  not,  so  far  as  I  know,  in  any  case  grant  priority 
assistance  to  finish  the  quotas  that  were  allowed  them.  They  were 
made  out  of  pieces  or  parts  that  were  in  process.  And  this  business 
of  reclaiming  materials  and  putting  them  back  through  the  scrap 
pile  and  losing  the  labor  that  is  involved,  particularly  if  you  want 
that  particular  product  for  your  civilian  economy,  is  one  that  is 
oi^en  to  a  lot  of  questions. 

The  Chairman.  Isn't  each  individual  case — and  you  said  you  didn't 
want  to  have  individual  hearings — one  for  a  matter  of  judgment  and 
policy  in  itself? 

Mr.  Knowlson.  It  is,  sir ;  and  while  I  did  not  approve  of  the  indi- 
vidual hearing  here,  I  think  as  our  local  offices  expand,  we  shall  be 
in  a  position  to  do  that  and  we  will  have  to  do  it. 

Mr.  Clark.  The  reason,  I  follow  that  line  of  questioning  is  that 
there  seems  to  be  a  general  tendency  on  the  part  of  that  branch  not 


»  Supra,  p.  5056. 
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to  give  consideration  to  immediate  conversion  or  curtailment  in 
the  interests  of  conserving  those  materials,  such  as  the  typeAvriter 
industry.     You  stated  that^ 

The  dramatic  shut-down  of  the  great  automobile  industry  on  February  1  has 
led  many  people  to  believe  that  this  is  the  only  manner  in  which  conversion  can 
properly  take  place.  They  overlook  the  fact  that  the  automobile  induscry  was 
in  the  process  of  being  converted  ever  since  last  Septembei",  thiit  it  was  pre- 
pared for  shut-down  when  it  occurred.  They  also  overlook  the  fact  that  it  was 
already  heavily  engaged  in  the  production  of  war  materials  and  that  the 
continued  large  production  of  military  automobiles  and  trucks  materially  sim- 
plified the  problem  for  that  industry. 

In  that  connection,  isn't  the  typewriter  industry  one  of  the  most 
easily  convertible  industries  as  far  as  war  work  is  concerned,  and  has 
been  so  testified  to  time  and  time  again  by  military  experts? 

Mr.  Knowlson.  Yes,  sir. 

Mr.  Clark.  There  has  been  no  disposition  on  the  part  of  your 
branch  to  get  that  into  war  production,  has  there  ? 

Mr.  Knoavlson.  Well,  we  have  set  the  typewriter  production  for 
this  year  on  a  rate  (I  am  trying  to  recall)  up  to  June  which,  if 
continued  through  the  year,  would  allow  them  to  produce  400,000 
typewriters  in  the  last  10  months.  The  Army  requirements,  if  I 
recall  correctly,  were  brought  in  to  us  at  about  425,000,  the  Navy  a 
couple  of  hundred  thousand;  anyway,  we  automatically  reduced 
those  simply  by  rule  of  thiunb — we  reduced  those  requirements  to 
260,000  typewriters. 

Mr.  Clark.  Did  you  make  any  inventory,  or  did  anybody  under  your 
supervision  make  any  inventory  as  to  the  available  supply  of  type- 
writers ? 

Mr.  Knowlson.  Second-hand  typewriters  or  new  typewriters  ? 

Mr.  Clark.  Typewriters,  let's  say,  in  nondefense  governmental 
agencies. 

Mr.  Knowlson.  Such  a  survey  is  in  process,  I  believe,  at  the  present 
time,  but  no  survey  before  that  time. 

Mr.  Clark.  I  see.  But  the  fact  of  the  matter  is  the  typewriter  indus- 
try is  still  producing. 

Mr.  Knowlson.  Certainly. 

Mr.  Clark.  And  you  can  see  that  it  is  one  of  the  most  easily  con- 
vertible industries  to  war  work. 

Mr.  Knowlson.  I  think  it  can  be  converted  100  percent  if  you  don't 
want  typewriters. 

Mr.  Clark.  And,  in  letting  them  go,  they  are  gradually  and 
progressively  exhausting  our  supply  of  raw  materials  which  Mr. 
Nathan  has  testified  is  acute  at  this  period;  is  that  correct? 

Mr.  Knowlson.  Unless  you  look  upon  a  typewriter  as  one  of  the 
necessities  of  war ;  yes,  sir. 

Mr.  Clark.  Which  is  more  important — a  gun  or  a  typewriter? 

Mr.  Knowlson.  That  is  not  m}'  end  of  the  game,  sir. 

Mr.  Clark.  I  ask  you. 

Mr.  Knowlson.  It  is  for  the  service  to  say. 

Mr.  Clark.  I  ask  you. 

Mr.  Knowlson.  I  refuse  to  answer,  because  I  don't  know. 

Mr.  Clark.  Well,  Mr.  Nelson  says  that  a  gun  today  is  worth  10 
guns  or  100  typewriters  next  year. 

*  Supra,  p.  5056. 
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Just  one  more  question  and  I  will  conclude.  Mr.  Knowlson.  Let 
me  refer  back  to  construction  materials.  Nothing  has  been  done  to 
conserve  those  materials,  either;  is  that  correct? 

Mr.  Knowlson.  A  construction  order  has  been  issued  that  forbids 
the  starting  of  construction  of  any 

Mr.  Clark.  Nonessential? 

Mr.  Knowlson.  No  ;  of  any  item — on  a  house  of  more  than  $500 ;  on 
a  farm  of  $1,000;  and  on  a  public  building,  $5,000. 

]\Ir.  Clark.  However,  they  had  been  permitted  to  continue  on  with 
nonessential  construction,  therefore  eating  up  those  raw^-materials 
parts. 

Mr.  Knowlson.  You  understand  without  priority  assistance. 

Mr.  Clark.  That  is  right,  although  an  order  on  October  9  by 
S.  P.  A.  B.  asked  for  an  immediate  curtailment  of  that  construction. 

Mr.  Knowlson.  It  was  not  an  order,  sir ;  it  was  a  pronouncement  of 
S.  P.  A.  B. 

Mr.  Clark.  A  pronouncement  of  policy  which  should  have  been 
followed,  we  assume,  consistent  with  Mr.  Nathan's  observation  re- 
garding our  critical  situation  in  raw  materials.  We  have  a  very  in- 
teresting sidelight  as  far  as  that  extensi(jn  period  of  curtailment,  in 
toys  and  games  where  we  have  about  25,000  skilled  mechanics  wdio 
could  be  very  well  diverted  to  war  production.  Strategic  materials 
are  being  used  in  the  production  of  these  toys  and  games.  Do  you 
see  anv  good  reason  why  they  should  be  permitted  to  run  until 
June  30  ? 

Mr.  Knoavlson.  Well,  the  reasons  that  they  were  permitted  to  run 
until  June  30  must  have  been  evident  to  the  people  who  drafted  the 
order  or  they  would  not  have  allowed  them  to  run.  There,  again,  you 
have  two  questions  involved,  sir;  first,  this  problem  of  materials  wdiich 
are  very  hard  to  get  back  because  they  ai'e  in  process ;  second,  the  ques- 
tion of  their  ability  to  get  into  their  new  production.  There  is  one 
thing  that  I  think  is  sometimes  overlooked.  We  talk  about  the  divi- 
sion between  labor  and  management  as  if  it  were  a  very  sharp  line, 
but  you  and  I  know  that  in  actual  operation  of  a  plant,  the  division 
between  labor  and  management  is  a  very  hazy  one,  that  it  runs  all  the 
way  down,  and  the  efficiency  of  an  organization  that  has  been  built 
up  over  a  long  period  of  years  lies  in  the  fact  that  that  labor  and  that 
management  have  learned  to  work  together.  Now,  there  is  a  long- 
period  between  the  time  that  a  man  gets  an  order  from  one  of  the 
Services — I  say  a  long  period,  it  may  be  30  days,  it  may  be  80  days — 
before  he  can  tool  up  and  get  to  work,  and  it  was  that  period  in  which, 
we  are  interested. 

The  Chairman.  Thank  you,  Mr.  Kiiowlson. 

The  committee  will  recess  until  10  :  30  Tuesday. 

Mr.  Knowlson.  Thank  you,  sir. 

(Whereupon,  at  12:50  p.  m.,  the  committee  adjourned  until  10:30 
a.  m.,  Tuesday,  April  21,  1942.) 


IMESTIGATION  OF  NATIONAL  DEFENSE  PROCtEAM 


TUESDAY,   APRIL   21,    1942 

United  States  Senate, 
Special  Committee  to  Investigate 

the  National  Defense  Program, 

Washington^  I).  C. 
The  committee  met  at  10 :  38  a.  m.,  pursuant  to  adjournment  on 
Tlnirsday,  April  16,  1942,  in  Room  318,  Senate  Office  Building,  Sena- 
tor Harry  S.  Truman  presiding. 

Present :  Senators  Harry  S.  Truman  (chairman) ,  Tom  Connally, 
James  M.  Mead,  Mon  C.  Wallgren,  Joseph  H.  Ball,  Harley  M.  Kil- 
gore,  and  Harold  H.  Burton. 

Present  also :  Mr.  Hugh  A.  Fulton,  chief  counsel ;  Mr.  Charles  P. 
Clark,  associate  chief  counsel. 

The  Chairman.  Mr.  Nelson,  will  you  please  take  the  chair? 
Mr.  Nelson,  Yes,  sir. 

TESTIMONY  OF  DONALD  M.  NELSON,  CHAIRMAN,  WAR  PRODUC- 
TION BOARD,   WASHINGTON,  D.   C— Recalled 

The  Chairman.  Mr.  Nelson,  we  have  been  listening  for  the  last 
week  to  statements  on  the  Guthrie  situation,  and  I  would  be  pleased 
to  have  you  make  a  statement  on  that  subject,  if  you  like,  and  then 
on  any  other  subject  that  you  feel  like  discussing  with  this  committee. 

I  am  also  going  to  put  in  the  record  at  this  point  a  copy  of  the 
statement  of  Mr.  O'Brian  to  you  on  his  investigation  of  the  Guthrie 
matter.  This  is  the  statement  of  Mr.  O'Brian  to  you  on  his  inves- 
tigation? 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  That  makes  the  record  complete  so  far  as  we  are 
concerned,  after  you  have  finished. 

Mr.  Nelson.  All  right,  sir. 

(The  document  referred  to  was  marked  "Exhibit  No.  498"  and  is 
included  in  the  appendix  on  p.  5341.) 

Mr.  Nelson.  Well,  I  would  like  to  touch  on  a  few  things  this 
morning,  Mr.  Senator.  I  haven't  a  prepared  statement.  I  had  in 
mind,  however,  getting  up  for  you  and  the  committee  a  fairly  com- 
plete statement  of  what  W.  P.  B.  has  done  during  the  first  three 
months  of  its  existence.  It  is  just  about  three  months  old  now  and 
a  few  days  over.  It  was  formed  on  January  16th,  and  I  believe 
a  great  deal  has  been  accomplished  by  W.  P.  B.  to  further  the  war 
effort. 

The  Chairman.  If  you  will  remember,  when  you  first  came  up  here 
after  you  were  made  the  Director  of  W.  P.  B.,  we  suggested  that  at 
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a  convenient  time  after  yon  had  had  a  chance  to  get  your  feet  on 
the  ground,  you  come  up  here  and  make  a  report  to  us.  If  you  want 
to  do  that  at  a  later  date,  we  will  appreciate  having  it. 

Mr.  Nelson.  Mr.  Senator,  I  would  like  to  get  that  in  shape  within 
the  next  week  or  so,  submit  it  to  you,  and  come  up  and  explain  any 
part  of  it  that  you  would  like 

The  Chairman  (interposing).    I  would  appreciate  it  very  highly. 

Mr.  Nelson.  Because  I  feel  that  the  staff  of  W.  P.  B,  has,  in  these 
three  months,  as  I  say,  done  a  good  job.  No  matter  how  good  the 
job  we  do,  of  course,  the  emergency  is  of  such  size  that  it  can  never 
be  adequate.  No  matter  how  good  production  is,  the  emergency  is 
of  such  size  that  it  can  never  be  adequate.  We  must  always  do 
more. 

The  Chairman.  You  never  want  to  reach  perfection,  because 
when  you  reach  perfection  you  can  go  no  place  but  down  hill. 

Mr.  Nelson.  That  is  right,  sir,  and  we  have  nowhere  nearly 
reached  perfection.    I  don't  want  to  suggest  such  a  thing  to  you. 

establishment  or   progress   reporting,   planning,    and   REQUIREMENTS 

DIVISIONS   OF  W.  p.   B. 

Mr.  Nelson.  The  first  job  we  undertook  was  to  complete  our  organi- 
zation. We  introduced  two  or  three  parts  of  that  organization  wdiich 
were  new.  One  was  the  Progress  Reporting  Unit,  under  Mr.  Stacy 
May,  and  we  know  from  day  to  day,  from  week  to  week,  and  from 
month  to  month,  just  how  production  is  progressing  in  each  one  of 
the  important  items.  We  are  able  thereby  to  determine  just  what 
the  bottlenecks  are  and  how  we  might  improve  it.  No  matter  how 
well  you  try  to  plan  the  general  situation,  there  will  always  be  bot- 
tlenecks and  unexpected  things  happening.  That  is  one  of  the  fea- 
tures of  production.  It  has  always  been  such,  and  always  will  be. 
Through  this  Progress  Reporting  agency  we  are  able  to  keep  our 
fingers  directly  on  the  i^rogress  of  each  of  the  important  items. 

Another  part  that  I  feel  was  particularly  important  was  our 
Planning  and  Coordination  Unit,  headed  up  by  Mr,  Bobert  Nathan. 
That  is  a  board  of  three  men  who  view  this  thing  from  all  directions 
and  make  recommendations  to  the  staff  and  to  me,  make  studies  of 
the  things  that  appear  to  be  difficulties  ahead,  make  recommendations 
for  balancing  the  program  where  it  seems  to  be  getting  out  of 
line  one  way  or  the  other.  I  feel  quite  happy  with  the  way  this 
group  has  undertaken  the  job.  A  great  deal  of  good  has  come 
out  of  it. 

I  might  just  read  you  a  short  statement  of  that  pliase  of  the  ac- 
tivity, because  I  believe  it  would  be  of  interest  to  this  committee. 

The  Chairman.  Proceed. 

Mr.  Nelson.  It  is  short,  and  I  will  read  it.  It  will  be  incorpo- 
rated, of  course,  in  more  detail  in  our  report. 

When  I  determined  upon  the  organization  of  the  War  Production  Board 
staff  I  was  convinced  of  the  need  for  a  small  group  of  people  who  would  not 
be  engaged  in  operations,  but  would  confine  their  time  and  activities  to  plan- 
ning and  looking  ahead.  Accordingly,  I  appointed  a  three-man  Planning 
Committee,  which  has  been  assigned  the  responsibility  for  advising  me  and 
the  staff  on  policies  and  plans  relating  to  the  various  functions  and  respon- 
sibilities of  the  War  Production  Board.  Our  biggest  planning  job  to  date 
has  been  that  of  working  with  the  armed  services  of  friendly  nations  and 
determining  upon  a  program  of  requirements  or  set  of  objectives  which  will 
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produce  the  maximum  all-out  effort  of  tbis  Nation  and  pei-mit  an  intelligent 
and  coordinated  production  effort. 

I  have  always  been  convinced  of  the  urgent  need  for  having  a  program 
.aid  out  with  specific  and  proper  timing.  This  program  must  be  strategically- 
correct,  as  determined  by  the  military  authorities.  It  must  be  possible  of 
attainment,  as  determined  by  our  production  and  economic  authorities.  As 
the  program  has  grown  and  Congress  has  provided  larger  and  larger  appro- 
priations and  the  military  demands  have  increased,  it  has  become  more  and 
more  necessary  that  proper  program  planning  be  developed,  and  I  am  happy 
to  report  that  we  are  making  excellent  progress  in  this  direction  in  terms  of 
planning  for  the  maximum  production  of  the  economy  and  maximum  effective 
dedication  of  that  production  to  the  war  effort. 

We  have  carefully  planned  and  actively  undertaken  the  conversion  of  America's 
vast  industrial  resources  from  civilian  goods  production  to  war  production.  We 
have  curtailed  civilian  goods  output.  We  have  directed  the  placement  of  con- 
tracts as  carefully  and  as  fully  as  possible  in  existing  enterprises.  We  have 
discouraged  reliance  upon  new  facilities  as  distingui.shed  from  existing  resources, 
with  the  result  that  time  and  materials  have  been  and  will  be  saved  in  substan- 
tial quantities.  We  have  directed  that  procurement  shall  take  into  account  avail- 
able labor  supply,  local  public-utility  facilities,  the  ability  to  subcontract,  and 
utilize  smaller  enterprises.  We  have  cooperated  in  the  development  of  legislation 
still  pending  which  will  provide  the  mechanisms  and  resources  for  bringing  the 
small  business  enterprises  as  fully  as  possible  into  the  war-production  program. 
We  have  developed  and  are  continuing  to  develop  mechanisms  for  the  control  and 
flow  of  raw  materials  into  essential  war  purposes.  We  have  taken  steps  to 
intensify  the  program  of  collecting  and  utilizing  existing  scrap  so  that  our  steel 
mills,  our  rubber  program,  and  other  vital  operations  can  be  pushed  foi*ward 
at  full  speed. 

I  list  all  of  these  activities  not  in  the  sense  of  being  complacently  satisfied  with 
the  progress  we  have  made  to  date,  but  ratlier  to  indicate  that  we  are  aware  of 
the  magnitude  of  the  task  ahead  of  us  and  are  devoting  our  energies  and  capaci- 
ties to  this  big  job  of  winning  the  war  quickly  and  completely.  There  is  much 
planning  and  much  coordination  still  to  be  achieved.  To  date,  our  program  might 
be  characterized  as  extensive,  as  distinguished  from  the  intensive  task  ahead. 
To  date,  we  have  empliasized  the  prompt  and  large  placement  of  contracts.  The 
services  have  asked  for  and  received  huge  appropriations.  We  have  expanded  basic 
raw  materials  and  built  new  war  plants,  and  we  have  moved  on  a  broad  ftont. 
The  $3,000,000,000  war  production  in  March  is  a  measure  of  the  success  in  that 
accomplishment.  In  the  period  ahead  it  will  be  more  essential  for  us  to  be  much 
more  specific  and  much  more  precise  in  our  activities  and  in  our  plans.  For 
instance,  we  must  place  contracts  in  existing  facilities  so  as  to  avoid  the  economic 
dislocation  from  having  new  plants  turning  out  war  work  and  old  plants  lying 
idle. 

We  must  be  even  more  watchful  of  subcontracting,  so  that  we  do  not  precipitate 
heavy  mortality  of  small  business  and  find  ourselves  at  the  end  of  the  war  with  a 
much  greater  concentration  of  production  in  bigger  concerns. 

We  must  see  that,  through  conservation  and  substitution,  no  pound  or  ounce 
of  critical  war  materials  will  be  used  except  when  absolutely  necessary  for  the 
war  effort  or  for  basically  essential  civilian  needs.  This  means  that  both  civilian 
and  military  uses  are  being  and  will  continue  to  be  carefully  and  religiously 
scrutinized  so  as  to  get  out  every  bit  of  critical  materials  from  nonessential  use. 

In  looking  ahead  I  see  the  need  for  much  tighter  control  of  the  flow  of  raw 
materials.  Not  only  must  we  not  permit  critical  materials  to  be  used  for  less 
essential  purposes  and  nonessential  purposes  or  unessential  purposes,  but  we 
must  also  avoid  an  accumulation  of  inventory  in  some  plants.  We  must  simplify 
and  standardize  products  so  that  the  raw  materials  will  flow  more  easily  and 
efliciently.  We  must  not  permit  materials  to  lie  idle  at  any  point  in  our  productive 
system  while  plants  are  not  ox)erating  at  full  capacity  because  of  the  need  for 
such  materials.  We  must  not  build  new  plants  or  new  machine  .tools  when  existing 
tools  will  do  the  job. 

When  the  production  of  civilian  goods  is  reduced  substantially  we  must  so  con- 
trol the  reduced  production  as  to  save  the  greatest  amount  of  critical  materials 
and  make  available  the  maximum  of  critical  materials.  The  concentration  of 
production  into  the  hands  of  a  few  plants  must  be  developed  with  the  least  harm 
to  all  plants. 

In  the  field  of  labor,  it  will  be  necessary  for  us  to  mobilize  and  direct  the  flow 
of  our  working  people  so  as  to  maximize  the  total  production  of  the  Nation. 
Workers  must  be  trained  in  ever-increasing  numbers.  Priorities  of  workers, 
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migration  of  workers,  aud  providing  workers  with  the  minimum  essentials  are 
and  will  continue  to  be  vitally  important.  We  are  thinking  and  planning  in 
all  of  these  fields.  The  job  will  never  be  done  to  our  entire  satisfaction,  but 
I  take  pride,  reasonable  pride,  in  what  we  have  accomplished,  and  take  courage 
in  the  day-to-day  developments  which  will,  I  am  sure,  move  us  closer  and 
closer  to  the  most  efiicient  and  maximum  uses  of  our  resources,  resulting  in 
an  all-out  war  program. 

That,  sir  is  the  job  of  the  Planning  Division. 

We  have  set  up  a  Requirements  Division  where  the  requirements 
of  all  the  claimants  for  these  materials  can  come  and  do  come  and 
prove  their  case,  and  the  materials  are  allocated  in  accordance  with 
the  need.  There  we  direct  the  flow  of  copper,  of  various  grades  of 
steel,  tin  plate,  rubber,  all  of  the  critical  materials,  into  the  proper 
place  so  that  we  can  utilize  them  most  efficiently  and  where  they  are 
needed  most. 

We  have  another  thing  that  I  feel  we  have  accomplished.  We 
have  set  up  a  division  of  responsibility  with  the  armed  services  by 
means  of  a  document,  which  I  shall  be  glad  to  put  in  the  record, 
which  I  believe  eliminates  a  great  deal  of  the  waste  motion  and 
duplicate  work  between  the  two  organizations. 

The  Chairman.  In  other  words,  you  have  the  Army  and  the  Navy 
on  speaking  terms  now.     Is  that  correct? 

Mr.  NrxsoN.  The  Army  and  Navy,  sir,  are  on  speaking  terms,  and 
they  are  on  speaking  terms  with  W.  P.  B. 

The  Chairman.  That  is  an  accomplishment.     I  will  say  that. 

Mr.  Nelson.  Well,  sir;  I  believe  it  is  working. 

The  Chairman.  I  wish  you  would  explain  to  this  committee  just 
how  you  did  that. 

Mr.  Nelson.  I  may  say  this.  It  was  largely  a  question,  I  think, 
of  being  able  to  define  responsibilities,  and  I  found  that  where  you 
can  do  that  and  have  a  sufficient  reason  for  those  responsibilities,  the 
difficulty  of  getting  people  to  cooperate  is  reduced  to  a  minimum. 

In  this  document,  which  I  do  not  know  whether  the  committee  has 
studied  or  not 

The  Chairman  (interposing).    I  haven't  seen  a  copy  myself. 

Mr.  Nelson.  Would  you  like  me  to  read  the  document  or  would 
you  just 

The  Chairman  (interposing).  I  would  be  pleased  to  have  you  read 
it.    I  would  be  most  happy  to  have  you  read  it. 

Mr.  Nelson.  I  believe  this  is  the  Magna  Carta  of  our  operation. 

The  Chairman.  The  committee  seems  to  want  you  to  read  it,  so  go 
ahead. 

Mr.  Nelson.  I  shall  be  glad  to,  sir. 

This  document  was  signed  in  this  case  by  the  Under  Secretarv  of 
War,  Robert  P.  Patterson,  and  by  myself  as  Chairman  of  the  War 
Production  Board;  and  a  similar  one  is  now  being  devised  for  the 
Navy.  The  situation  was  a  little  bit  different  in  the  Navy  because 
of  the  difference  in  set-up,  but  it  will  be  issued  within  the  next  few 
days  and  will  be  very  similar  in  its  scope  and  different  only  in  some" 
of  the  words. 

(The  document  referred  to  was  marked  "Exhibit  No.  499"  and  ap- 
pears in  the  appendix  on  p.  5350.) 

Mr.  Nelson.  It  reads: 

1.  The  following  statement  is  made  for  the  purpose  of  facilitating  the  effort 
now  in  process  to  perfect  the  governing  relationships  between  the  War  Pro- 
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dxiction  Board  and  the  War  Department  in  effectuating  the  war  supply  program. 

2.  The  Chairman  of  the  War  Production  Board  is  charged  with  the  duty  and 
given  the  power  to  exercise  general  direction  over  the  war  procurement  and 
production  program,  to  determine  the  policies,  plans,  procedures,  and  methods 
of  the  several  Federal  departments,  estahllshments,  and  agencies  in  respect  to 
war  procurement  and  production,  including  purchasing,  contracting,  specifica- 
tions, and  construction;  and  including  conversion,  requisitioning,  plant  ex- 
pansion, and  the  financing  thereof ;  and  issue  such  directives  in  respect  thereto 
as  he  may  deem  necessary  or  appropriate;  to  organize  and  direct  the  mobiliza- 
tion of  iudusti-y  and  to  maintain  a  civilian  economy  consistent  with  war 
necessity. 

3.  The  war  supply  organizations  should  be  viewed  by  all  participants  as  a 
single  integrated  system  operating  under  the  general  direction  of  the  Chairman 
of  the  War  Production  Board  in  a  unified  effort  to  win  the  war  and  not  as 
a  group  of  autonomous  or  semiautonomous  organizations  acting  in  mere  liaison 
with  one  anoiher. 

The  Chairman.  That  is  fundamental. 

Mr.  Nelson.  I  believe  that  is  a  finidamental  concept,  sir.  [Read- 
ing further  from  Exhibit  No.  499]  : 

4.  Although  the  immediate  responsibility,  initiative,  and  decision  for  a  par- 
ticular function  is  placed  in  one  part  of  the  organization,  the  assistance  of 
the  other  parts  is  expected  and  directed. 

DUTIES  OF  THE  WAK  PRODUCTION  BOARD 

5.  In  broad  terms,  the  War  Production  Board  gives  general  direction  and 
supervision  to  the  war  supply  system,  formulates  broad  policies  with  respect 
to  tliat  system,  makes  the  basic  decisions  on  the  allocation  of  resotirces  to  the 
various  parts  of  the  supply  system  in  accordance  with  strategic  directives 
and  plans,  makes  provision  for  materials,  services,  tools,  and  facilities  needed 
for  the  military  effort  and  the  civilian  economy,  and  organizes  industry  for 
war  production.     Therefore,  specifically,  the  War  Production  Board  will — 

(a)  Cooperate  with  the  War  Department  in  the  formulation  and  review  of 
supply  programs,  and  in  the  light  of  military  needs  as  expressed  by  the  War 
Department,  determine  the  resources  that  will  be  applied  to  war  production 
and  to  the  civilian  economy  consistent  with  war  necessity  and  aid  the  War 
Department  in  adjusting  its  programs  to  such  determinations. 

{!))  Supervise  the  over-all  utilization  of  the  economic  resources  of  the 
Nation. 

(c)  Develop  raw  material  sources  and  increase  production  of  raw  materials. 

(d)  Develop  services,  including  transportation,  power,  and  communications. 

(e)  Stock  pile  materials  and  certain  end  products  for  which  a  future  shortage 
is  indicated. 

(f)  Expedite  the  production  of  raw  materials,  machine  tools,  and  industrial 
supplies  and  al.so  expedite  production  of  other  items  where  effective  expediting 
by  the  War  Department  cannot  be  carried  on  without  conflict  with  other 
agencies. 

And  that  is  a  verv  important  paragraph.  [Continuing  to  read 
from  Exhibit  No.  499]  : 

(fir)  Eliminate  by  curtailment,  conservation,  and  otherwise  less  essential  uses 
of  materials,  facilities,  services,  and  manpower  essential  to  the  accomplishment 
of  the  munitions  program. 

"h."  And  this  now  becomes  a  part  of  the  new  Manpower  Board.  I 
shall  read  it: 

Expand  available  skilled  manpower  for  war  production  through  training, 
transfer  from  nonessential  activities,  and  reduction  in  the  loss  of  man-hours 
through  stoppages  resulting  from  all  causes. 

(i)  Direct  the  provision  of  facilities  needed  to  produce  raw  materials,  equip- 
ment, tools,  and  services. 

(j)  Determine  the  plants  or  industries  which  should  be  converted  to  the  pro- 
duction of  supply  for  the  War  Department  and  assist  the  War  Department  in  such 
conversion. 
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(k)  Assure  preservation  and  production  of  the  necessary  facilities  auxiliary 
to  the  production  and  distribution  of  military  supply. 

(l)  Enlist  the  participation  of  industry  by  organizing  industry  committees,  by 
promoting  cooperation  between  industrial  units  and  by  securing  from  the  Depart- 
ment of  Justice  clearance  for  such  cooperative  action. 

(«?)  Assure  the  maintenance  of  a  virile  civilian  economy  consistent  with  war 
necessity. 

(n)  Distribute  the  available  supply  of  materials  and  equipment  by  priorities, 
allocations,  and  otherwise,  with  particular  reference  to  apportioning  in  a  major 
way  of  scarce  materials  between  principal  users.  (Much  of  the  detail  assign- 
ment of  ratings  will  continue  to  be  made  by  the  Army  and  Navy  Munitions  Board 
operating  under  policies  and  procedures  approved  by  the  Chairman  of  the  War 
Production  Board. ) 

(o)  Adjudicate  and  make  decisions  on  matters  pertaining  to  priorities,  alloca- 
tions, requisitioning,  and  to  placement  of  orders  in  existing  facilites,  as  between 
the  military  and  other  needs. 

DUTIES    OF   THE    WAR   DEPARTMENT   IN    THE    SUPPT.Y    PROGRAM 

(6)  In  broad  terms,  the  War  Department,  through  the  Services  of  Supply  and 
the  Material  Command  of  the  Army  Air  Forces,  in  accordance  and  compliance 
with  the  policies  and  directives  of  the  War  Production  Board,  carries  on  its  supply 
functions  of  research,  design,  development,  programming,  purchase,  production, 
storage,  distribution,  issue,  maintenance,  and  salvage.  Therefore,  specifically, 
the  War  Department  will— 

(a)  Determine  military  needs  and  compile  requirements  for  supplies,  new  facil- 
ities, transportation,  and  communication  as  to  quantity,  types,  and  time  and 
translate  these  into  requirements  for  resources,  including  raw  materials,  tools, 
and  labor,  and  keep  the  War  Production  Board  continually  informed  of  these 
requirements. 

(b)  Receive  from  the  War  Production  Board  descriptions  of  plants  or  industries 
available  for  conversion,  and  convert  these  with  the  assistance  and  under  the 
direction  of  the  War  Production  Board. 

(e)  Purchase,  including  the  negotiations,  placement,  and  administration  of 
contracts. 

(d)  Produce,  including  preparation  of  schedules,  inspection,  and  acceptance  of 
product,  issuance  of  shipping  instructions,  and  distribution  (including  arrange- 
ments for  storage,  receipt,  issue,  insi)ection  of  use,  transportation,  and  mainte- 
nance). 

(e)  Expedite  production  in  facilities  producing  finished  items,  parts,  compo- 
nents, and  subassemblies  where  there  is  no  confiict  with  other  agencies. 

(f)  Cqnstruct  and  expand  plants  for  production  of  finished  items. 

(g)  Conduct  research  and  development  and  set  specifications. 

(h)  Conserve  materials,  facilities,  and  manpower  used  in  war  supply  by  substi- 
tution of  more  available  materials  in  place  of  scarcer  materials,  by  elimination,  by 
development,  by  simplification,  and  by  standardization  of  types  of  equipment  and 
supplies.  (While  equipment  and  supplies  must  have  the  essential  military  charac- 
teristics, their  specifications  should  also  be  such  as  to  permit  rapid  mass  produc- 
tion. On  the  other  hand,  ease  of  production  should  not  entirely  control  design  of 
articles.  Moreover,  the  real  necessity  for  military  characteristics  must  be  con- 
stantly challenged  and  reanalyzed  with  reference  to  the  practical  life  of  the 
product. ) 

CONTACTS  BETWEEN  THE  WAR  PRODUCTION  BOARD  AND  THE  WAR  DEPARTMENT 

7.  Relationships  will  include  frequent  contacts  by  the  Chairman  of  the  War  Pro- 
duction Board,  the  Under  Secretary  of  War,  the  Director  of  Production  of  the  War 
Department,  the  commanding  general  of  the  Services  of  Supply,  the  general  in 
charge  of  the  material  command  of  the  Army  Air  Forces,  and  their  key  subordi- 
nates ;  directives  issued  by  the  War  Production  Board  ;  membership  on  the  War 
Production  Board  ;  the  Army  and  Navy  Munitions  Board ;  representatives  on  com- 
mittees and  units;  and  constant  cooperation  between  the  Chief  of  the  Control 
Division  of  the  Services  of  Supply  and  the  Office  of  the  Chairman  of  the  War  Pro- 
duction Board  for  the  purpose  of  continuous  survey  of  working  relationships 
between  the  two  agencies. 

8.  Members  of  both  organizations  are  alike  engaged  in  the  mission  of  obtaining 
maximum  balanced  supply  in  the  most  expeditious  manner  possible.  Obstacles  to 
this  end  must  and  will  be  removed.    One  siich  obstacle  is  an  organizational  prac- 
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tice  known  as  layering.  This  means  tliat  a  subordinate  charged  with  a  task  in  one 
organization  or  subdivision  thereof  must  go  up  through  the  layers  of  his  supe- 
riors, across  from  the  top  of  his  agency  to  the  top  of  the  other  agency  and  then 
down  through  the  layers  of  the  other  organization  to  the  subordinate  responsible 
for  decision  or  other  action.  Such  action  may  then  have  to  go  back  through  the 
layers  again. 

9.  From   this  time  forward — 

and  this  is  very  important,  sir — [Continuing  to  read  from  Exhibit 
No.  499]  : 

there  is  to  be  no  layering  within  or  between  the  War  Production  Board  and 
the  War  Department.  Any  officer  of  either  agency  is  not  only  free,  but  is  hereby 
directed,  to  make  direct  contact  with  his  opposite  or  any  person  from  whom  he 
needs  advice,  assistance,  or  decision  by  personal  interview,  telephone,  or  written 
communication.  Wheverer  possible  missions  should  be  accomplished  first 
and  thereafter  may  be  confirmed,  where  necessary  for  routine,  through  channels. 
Personal  interview  or  telephone  communication  is  to  be  used  in  preference  to 
written  communications  in  handling  urgent  matters. 

10.  Finally,  the  war-suppiy  system  shall  be  operated  in  accordance  with  the 
basic  principle  of  effective  oi'ganization  that  immediate  responsibility,  authority, 
and  scope  for  initiative  shall  be  placed  as  far  down  in  the  operating  organiza- 
tions and  as  close  to  the  actual  doing  of  the  various  procurement  tasks  as 
possible. 

That,  sir,  is  the  document  which  was  gotten  up  after  careful  con- 
sideration by  both  organizations,  and  it  furnishes  us  the  directive  for 
the  operation  between  the  War  Production  Board  and  the  War 
Department.     A  similar  one 

The  Chairman  (interposing) .  You  are  going  to  do  the  same  thing 
with  the  Navy? 

Mr.  Nelson.  The  same  thing  with  the  Navy  and  with  the  Maritime 
Commission. 

The  Chairman.  You  are  getting  somewhere. 

Mr.  Nelson.  So  that  we  know  today — each  organization  knows 
what  its  job  is  and  can  go  along  effectively  doing  its  job. 

The  Chairman.  That  is  most  interesting. 

Mr.  Nelson.  Lastly,  sir,  I  just  wanted  to  tell  you,  while  I  cannot  in 
public  give  you  detailed  reports  of  production,  naturally — I  believe 
I  have  stated  so  publicly — we  are  over  the  hump  on  production ;  that 
is,  everything  that  we  need  is  in  production  and  we  can  see  it  in 
quantity  production.  While  the  need  is  so  great  that  no  matter 
what  we  produce,  it  isn't  adequate,  we  are  today  in  our  opinion — 
America,  England,  and  Kussia — producing  a  much  greater  quantity 
of  essential  material  than  our  Axis  enemies.  We  still  have  a  reserve 
to  overcome,  because  Japan  has  been  building  since  1930,  Germany 
has  been  building  since  1933,  and  as  you  know,  we  just  got  into  produc- 
tion in  1940  and  1941  and  are  now  just  beginning  to  get  into  mass 
production.  I  hope  that  before  many  months  we  shall  be  able  to  build 
in  such  quantity  that  we  will  overcome  that  reserve. 

CRITICISM    OF    WAR   PRODUCTION    BOARD    POLICY   OF    EMPLOYING   DOLLAR-A- 

YEAR  MEN 

Mr.  Nelson.  One  thing  that  I  would  like  just  to  mention,  which  I 
think  is  still  handicapping  our  activity,  is  this  constant  criticism  of 
dollar-a-year  men,  or  businessmen,  who  come  down  here  to  do  this 
job.  I  can  say  to  you,  sir,  that  we  are  finding  increasing  diificulty 
getting  good  men  to  come  down  here  and  subject  themselves  to  criti- 
cism, to  veiled  allusions  as  to  their  dishonesty  of  purpose. 
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The  Chairman.  It  is  a  pity  they  couldn't  serve  a  term  in  the  United 
States  Senate  and  ^et  used  to  that. 

JNIr.  Nelson.  Well,  sir,  of  course,  if  they  were  running  for  the 
Senate,  that  would  be  another  matter.  But,  sir,  they  are  not  used  to 
it.  Businessmen  are  not  accustomed  to  it.  It  takes  them  a  lon^  time 
to  develop 

The  Chairman  (interposing).  Yet  they  are  the  most  violent  critics 
of  public  men.    They  can  give  it,  but  they  can't  take  it. 

Mr.  Nelson.  That  may  be  true,  sir.  I  wouldn't  attempt  to  debate 
that.  But,  after  all,  this  is  a  war.  We  are  in  a  war,  and  in  order  to 
do  this  job,  in  order  to  do  the  things  that  I  have  outlined  here,  it 
can  be  done  only  by  having  the  best  men  that  we  can  get  in  the  coun- 
try to  come  down  here  and  do  this  job. 

Tlie  Chairman.  We  agree  with  that  entirely,  and  I  think  you 
ought  to  have  the  best  men  in  the  country  try  to  do  the  job.  They 
must  also  bear  in  mind  that  the  jobs  in  a  lot  of  instances  are  not 
the  jobs  that  they  would  pick  themselves.  They  are  not  jobs  that  you 
like.  None  of  us,  I  think,  is  doing  the  job  in  this  war  that  he  would 
personally  prefer  to  do.  A  fellow  who  is  drafted — take  yourself, 
running  the  War  Production  Board.  You  are  doing  something  be- 
cause you  think  it  is  your  patriotic  duty  to  do  it.  Personally,  I 
doil't  care  a  damn  what  they  say  about  me,  if  I  think  I  am  doing 
something  for  the  ])enefit  of  the  country,  and  the  dollar-a-year  men 
have  got  to  get  the  same  sort  of  elephant-hide  attitude  toward  the 
situation,  because  they  are  going  to  have  to  come  and  do  the  job. 

I  think  they  have  the  ability  to  take  it,  if  they  will  just  think  so, 
as  well  as  a  United  States  Senator.  Goodness  knows  we  are  accused 
of  everything  under  the  sun,  whether  it  is  right  or  wrong,  and  we 
stand  it  and  still  endeavor  to  serve  the  country  to  the  best  of  our 
ability. 

Mr.  Nelson.  INIr.  Senator,  that,  of  course,  is  true,  but  don't  forget 
that  most  of  these  men  that  we  get  are  now  doing  a  job.  They  are 
now  doing  a  job  for  this  war  effort.  All  of  them  are  in  production 
and  in  productive  activities,  and  they  are  now  doing  a  job.  It  isn't 
as  if  they  were  loafing  around  the  country  and  doing  nothing.  If 
that  were  the  case,  why,  certainly  you  would  be  right.  These  men 
are  now  engaged  in  valuable  productive  activities,  and  we  have  to 
get  them  to  leave  those  activities  and  come  down  here  and  help  us. 

The  Chairman,  Can  you  give  us  the  names  of  some  of  those  who 
have  refused  to  be  drafted? 

Mr.  Nelson.  Yes,  sir;  it  would  be  quite  a  long  list,  and  it  is  getting 
to  be  a  longer  list. 

The  Chairman,  I  would  like  very  much  to  have  that  list. 

Mr,  Nelson.  Well,  sir,  it  would  be  unfair,  I  think,  in  my  personal 
opinion,  to  give  a  copy  of  that  list. 

The  Chairman.  I  don't  think  it  would  be  a  bit  more  unfair  than 
it  is  to  ]:)ublish  a  list  of  drafted  men  who  won't  answer  to  the  call. 

Mr.  Nelson.  When  the  Congress  determines  that  we  can  draft 
them,  gives  us  the  power  to  draft  them,  then,  sir,  of  course  I  would 
be  very  glad  to  give  you  that  list. 

The  CHAnaiAN.  I  don't  think  in  this  instance  you  would  need  it, 
because  they  stand  to  lose  more  than  anybody,  and  they  stand  to 
gain  more  than  anybody  by  the  proper  winning  of  this  war.  I 
can't  see  why  in  the  world  'a  man  refuses  to  come  down  here  and 
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work  for  the  benejfit  of  his  country  because  some  newspaper  or  some 
United  States  Senator  or  some  Congressman  is  going;  to  say  some- 
thing mean  about  him.  I  can't  get  it.  I  just  would  like  very  much 
to  have  a  list  of  those  who  are  refusing. 

Mr.  Nelson.  Mr.  Senator,  in  many  cases  the  corporation  itself  gets 
maligned  and  hears  constant  references  to  concerns  who  want  con- 
tracts sending  men  down  here.  These  men  are  not  engaged  in  con- 
tracting. If  you  have  read  this  thing,  they  have  nothing  to  do  with 
contracting.  Their  job  is  clearly  defined,  substantially  defined.  The 
contracting  is  done  by  the  armed  services,  and,  sir,  perhaps  you  are 
right,  but  I  have  only  this  to  say.  I  have  the  job  to  do,  and  I  am 
finding  it  increasingly  difficult. 

The  Chairman.  We  are  trjdng  to  help  you  to  get  it  done.  "We 
kick  3'ou  around  a  little  bit,  but  I  think  the  kicks  sometimes  help 
a  great  deal. 

Mr.  Nelson.  Well,  in  one  thing,  I  believe,  sir,  you  can  help  me  a 
great  deal — a  great  deal.  If  you  could  get  another  decision  from 
Congress  as  to  whether,  they  want  or  do  not  want  businessmen  down 
here — there  is  a  law  now  on  the  statute  book.  Congress  has  said 
that  there  should  be  men  of  that  type  down  here  and  has  made  pro- 
vision for  them.  If  you  would  get  Congress  to  reiterate  or  to  define 
for  me  how  I  am  to  do  the  job  with  respect  to  the  calling  of  those 
men,  I  would  be  delighted. 

The  Chairman.  I  think  the  Congress  has  expressed  itself  on  that 
policy  very  decidedly,  and  I  think,  then,  it  is  up  to  you  to  get  these 
businessmen  to  come  down  here  and  operate,  and  kick  out  the  bad 
ones  and  keep  the  good  ones.  We  are  not  quarreling  about  the  fellows 
who  are  down  here  doing  the  job  for  the  benefit  of  the  country.  We 
would  quarrel  about  those  who  have  come  down  here  for  their  own  self 
interests. 

Mr.  Nelson.  So  would  I. 

The  Chairman.  That  is  the  only  objection  we  have  ever  had. 

Mr.  Nelson.  So  would  I  object  to  that,  sir,  and  would  consider 
that  I  hadn't  done  my  job.  I  think  you  are  misunderstanding.  I 
am  not  talking  about  just  criticism.  I  think  anybody  is  willing  to 
take  that. 

The  Chairman.  If  it  is  unjust,  it  doesn't  amount  to  anything. 

Mr.  Nelson.  For  example,  corporations  who  have  sent  men  down 
here  still  have  questionnaires  sent  to  them  from  various  places  and 
statements  of  one  kind  or  another  that  they  have  to  make  out  in 
connection  with  men  coming  down.  It  has  definitely  interfered. 
That  is  all  I  can  tell  you,  sir,  again,  on  that  subject. 

I  believe  that  we  need  men  down  here  qualified  to  do  a  job.  If 
there  is  any  place  we  can  get  them,  I  think  we  must  get  them.  Of 
course,  I  would  prefer  to  have  men  who  would  come  down  here  and 
work  on  a  Government  salary.  Of  course,  I  would  prefer  to  do  that. 
I  don't  think  that  will  make  any  difference,  though,  as  far  as  I  see, 
in  the  attitude  of  the  Congress  toward  these  men.  Even  though  they 
leave  their  jobs  and  come  down  here  on  a  salary,  they  are  still  sub- 
jected to  criticism  because  they  are  businessmen,  because  they  have 
been  in  business,  because  they  know  something  about  a  business.  It 
has  gotten  to  the  point  that  if  you  know  something  about  a  business, 
you  are  being  suspected  because  you  know  something  about  it.  That, 
sir,  is  the  thing  that  I  wish  we  could  find  a  way  around. 
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The  Chairman.  I  don't  really  think  that  there  is  any  such  at- 
titude as  that  in  the  Congress  toward  businessmen.  There  have  been 
certain  types  of  businessmen  who  immediately  were  looked  on  with 
suspicion.  I  will  admit  that  since  I  have  been  here,  it  has  been  not 
a  privilege,  but  a  duty  to  be  on  a  number  of  congressional  committees 
which  have  found  that  situation  to  exist.  But  businessmen  in  general 
are  highly  respected  by  Members  of  Congress.  Some  of  the  best 
friends  that  I  have  in  the  world  are  able  and  capable  businessmen, 
in  whom  I  have  the  utmost  confidence,  and  I  think  they  have  a  code 
of  ethics  that  is  just  as  high  as  the  code  of  ethics  of  the  Supreme 
Court  of  the  United  States.  I  think  you  will  find  that  is  the  general 
attitude  of  Congress. 

Of  course,  there  are  certain  people  in  the  Congress  who  are  given 
to  criticism  of  businessmen  and  others,  but  that  doesn't  represent  the 
policy  of  the  Congress  of  the  United  States. 

I  think  we  have  defined  that  policy  wdien  we  said  that  we  wanted 
the  businessmen  to  come  dow^n  here  and  help  to  wdn  this  war,  and 
I  think  they  ought  to  come,  and  I  think  they  ought  to  make  the  same 
sort  of  sacrifice  that  all  the  rest  of  us  are  willing  to  make  to  do  that 
very  thing.  If  that  sacrifice  consists  of  having  his  hide  taken  off 
once  in  a  while,  he  ought  to  be  willing  to  stand  it.  And  the  bad  ones 
ought  to  be  sent  home,  if  there  are  any  bad  ones. 

Mr.  Nelson.  Certainly  they  should,  but  I  haven't  found  that  the 
Truman  committee  has  pointed  out  any  bad  ones  yet.  I  think  you 
haven't  pointed  out  any  to  me. 

The  Chairman.  We  haven't  gone  into  this  thing  on  a  personality 
basis,  Mr.  Nelson.  We  are  trying  to  get  results.  We  got  the  assur- 
ance from  you  that  you  would  take  care  of  the  personalities. 

Mr.  Nelson.  Yes,  sir;  and  we  have.  We  are  doing  it.  We  are 
watching  it  just  as  carefully  and  honestly  and  conscientiously  as  we 
can.  I  am  only  reporting  to  you,  sir,  that  we  are  finding  increasing 
difficulty  in  getting  men  to  come  down  here. 

Senator  Wallgren.  Is  that  because  of  criticism  that  comes  out  of 
the  Truman  committee  or  out  of  Congress  as  a  whole  ? 

Mr.  Nelson.  Not  of  the  Truman  committee,  sir.  I  am  talking  about 
out  of  the  Congress,  from  all  directions. 

Senator  Wallgren.  Of  course,  you  realize,  too,  that  when  this  is  all 
over,  the  responsibility  is  going  to  fall  on  Congress  for  the  success 
or  the  failure  of  this  program,  in  future  years. 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Wallgren.  They  will  forget  all  about  these  dollar- a-y ear 
men  in  a  few  years,  but  Congress  will  still  have  to  bear  the  brunt  of 
this  thing. 

Mr.  Nelson.  That  is  why  I  am  pointing  out  to  you,  sir,  that  defi- 
nitely we  have  got  a  tremendous  job  to  clo.  We  have  got  a  big  job 
to  do,  and  we  have  got  to  get  men  who  know  that  job.  I  am  not 
talking  about  dollar-a-year  men  or  businessmen.  I  am  talking  about 
getting  the  best  qualified  men  in  the  United  States  to  come  down  here 
and  do  that  job.  Perhaps  you  say,  "Well,  they  ought  to  be  able  to 
subject  themselves  to  it."  I  think  maybe  that  is  true.  Maybe  that  is 
a  true  statement  of  affairs. 

The  Chairman.  Mr.  Nelson,  I  think  you  are  a  shining  example. 
You  have  been  perfectly  willing  to  stick  your  neck  out  and  take  it 
and  assume  responsibilities.    If  you  hadn't  you  wouldn't  have  been 
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able  to  get  the  job  done.  You  wouldn't  have  been  making  an  effort. 
Don't  you  think  that  the  rest  of  these  fellows  ought  to  be  able  to  do 
the  same  thing? 

Mr.  Nelson.  Perhaps  they  ought  to,  sir,  but  they  are  not. 

The  Chairman.  You  ought,  then,  to  let  us  know  who  they  are,  and 
maybe  that  will  help  the  situation. 

Mr.  Nelson.  I  don't  think  we  could  get  them  down  here  by  that  kind 
of  force,  sir. 

Now  as  to  the  Guthrie  situation,  which  I  will  just  mention  in  passing 
to  you. 

I  accepted  Mr.  Guthrie's  resignation  because,  in  my  opinion,  he  was 
not  a  good  administrator.  It  has  been  my  experience  that  there  are 
various  types  of  men,  of  course,  who  come  down  here.  We  have  had 
others  who  were  not  good  administrators,  and  I  hold  no  brief  for  or 
against  the  man  who  is  not  able  to  handle  his  division. 

I  purposely  set  up  the  War  Production  Board  so  that  there  are  all 
shades  of  opinion  in  it.  It  would  be  very  easy  to  set  it  up  so  that 
everybody  would  be  of  one  opinion  in  that  Board.  We  could  get  men 
from  all  one  group,  and  there  would  be  one  opinion,  and  you  could 
never  see  a  difference  of  opinion  in  the  War  Production  Board.  To 
me,  that  would  not  be  effective,  and,  to  me,  that  would  be  very  bad 
for  this  country.  I  think  we  must  have  all  shades  of  opinion  froijri 
businessmen  who  are  conservative,  businessmen  who  are  liberal,  pro- 
fessors, economists,  public  servants,  people  of  all  kinds,  because  this 
job  of  conversion,  this  job  of  shutting  off  civilian  production  is  not 
an  easy  thing,  sir,  nor  is  it  to  be  toyed  with  lightly.  It  is  very  easy 
to  say,  "Shut  them  up,"  and  it  is  very  easy  to  shut  them  up,  but  we 
may  suffer  from  the  consequences  for  months  and  months. 

As  I  have  said  to  the  newspapermen,  only  time  will  tell,  and  only 
history  can  record,  whether  we  have  been  too  slow  or  too  rapid.  In  my 
opinion,  it  is  about  the  right  time.  We  had  to  do  it  at  this  time  to 
conserve  materials,  to  make  provision  for  manpower,  and  to  bring 
in  facilities.  Whether  it  is  too  slow  or  too  late,  no  one  can  deter- 
mine today.  Every  factor  had  to  be  weighed,  and  we  had  all  differ- 
ences of  opinion  in  the  War  Production  Board  as  to  whether  we 
should  have  shut  them  off  last  July,  a  year  ago,  before  the  program 
was  even  determined,  before  it  was  even  of  sufficient  size  to  fill  these 
companies  with  war  business.  We  have  had  other  shades  of  opinion 
that  feel  that  the  economy  ought  to  go  on  at  a  reduced  rate  for  some 
little  time  in  order  that  we  may  make  provision  for  things  which  we 
are  going  to  need  later.  We  have  moved  rapidly  and  as  effectively  as 
we  could  at  the  time  that  we  thought  it  was  advisable  to  make  these 
curtailments.  They  have  been  made.  Most  of  them  have  now  been 
made,  and  the  dates  have  been  set.  At  the  end  of  May  practically 
all  of  the  consumers  durable  goods  industries  will  have  shut  down. 
Many  of  them  will  have  been  converted  into  war  work.  Many  of 
them  will  not  be  converted  into  war  work  at  that  time. 

There  will  be  some  casualties.  There  will  be  many  casualties,  of 
course,  among  the  distributors,  the  wholesalers,  the  retailers,  all  over 
the  country,  who  have  been  depending  on  the  distribution  of  these 
goods  for  their  livelihood,  and  I  have  considered  it  a  very,  very  grave 
responsibility  to  take,  and  took  it  only  when  it  seemed  to  me  that  it 
was  the  advisable  thing  to  do  for  the  war  effort,  realizing  the  reper- 
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cussions.  I  doubt  if  any  member  of  the  committee  or  any  one  of  n& 
really  knows  yet  what  the  full  extent  of  the  repercussions  of  this 
action  will  be.    Nevertheless,  it  had  to  be  done,  and  it  was  done. 

It  has  been  my  experience  that  these  differences  of  opinion  some- 
times become  violent.  The  ability  of  a  man  to  be  able  to  get  all  of 
these  differences  of  opinion  worked  out  and  put  into  one  action  with- 
out leaving  bad  feeling  is  what  I  call  good  administration,  and  this 
division  did  not  have  it,  and  therefore  I  accepted  Mr.  Guthrie's  resig- 
nation.   That,  sir,  is  the  story. 

The  Chairman.  Senator  Wallgren,  any  questions? 

Senator  Wallgren.  No. 

Senator  Mead.  Mr.  Nelson,  I  wouldn't  want  you  to  go  away  with 
any  degree  of  discouragement  because  of  criticism  of  doUar-a-year 
men,  because  in  the  first  place  I  really  believe  you  have  overcome  the 
greatest  of  your  difficulties,  and  secondly,  I  believe  that  the  criticism 
that  has  been  directed  toward  dollar-a-year  men  has  served  a  very 
good  purpose  in  the  main.  It  has  caused  a  general  reorganization  of 
your  set-up,  until  today  it  has  reached  its  highest  degree  of  efficiency, 
and  today  they  have  selected  a  man  to  head  it  who  has  the  confidence 
of  the  country  behind  him. 

The  reason  for  that  criticism  probably  grew  out  of  the  adamant 
attitude  of  a  few  large  corporations  who  resisted  with  a  firm  deter- 
mination, the  spreading  of  the  work,  the  extension  of  the  program  of 
production — I  have  in  mind  the  Standard  Oil  Co,  and  the  Aluminum 
Co. — and  out  of  their  involvement  with  other  agencies  of  the  Govern- 
ment, their  resistance  of  orders  issued  by  well-established  agencies  of 
the  Government.  Conditions  like  that — corporations  like  that  fight- 
ing other  departments  of  the  Government,  refusing  to  yield,  deter- 
mined to  furnish  even  the  enemies  of  this  country  with  supplies — 
very  naturally  caused  a  lot  of  criticism. 

As  a  result  of  the  activities  of  the  Department  of  Justice  and  the 
activities  of  this  committee  and  your  own  activities,  much  of  that 
has  been  wiped  out.  Your  growing  pains  are  behind  you.  I  think 
you  are  doing  a  good  job,  and  I  think  all  together  it  has  served  a 
very,  very  good  purpose.  I  wouldn't  want  you  to  be  a  bit  discouraged 
in  your  desire  to  enlist  men,  because  I  really  believe  when  the  obliga- 
tion is  properly  presented,  they  will  be  forthcoming. 

I  think  the  criticism  of  the  future  won't  be  as  severe  as  that  of 
the  past  because  of  the  very  nature  and  the  effect  of  the  criticism 
in  the  past.     I  think  it  has  served  a  good  purpose. 

Mr.  Nelson.  I  appreciate  that  observation,  Mr.  Senator.  It  prob- 
ably is  well  taken  in  many  places,  and  I  wouldn't  attempt  to  comment 
one  way  or  the  other.  I  was  only  trying  to  point  out  to  the  com- 
mittee not  in  an}'  sense  of  criticism  of  the  work  of  the  committee, 
because  I  do  not  have  that  attitude  in  mind  at  all.  I  believe  this 
committee  has  been  extremely  cooperative,  consistent  with  its  line  of 
duty  of  making  an  investigation  of  all  the  phases  of  this  program, 
I  was  trying  to  enlist  the  aid  of  this  committee  in  helping  me  solve 
that  problem  which  is  troubling  me.  We  have  some  very  good  men 
down  there,  but  these  men  are  becoming  badly  overworked.  The 
amount  of  work  is  tremendous  in  doing  this  thing  that  I  am  talking 
about.  Their  morale  gets  shaken,  and  they  wear  themselves  out. 
There  are  some  excellent  men  who  have  just  fought  this  thing 
through.  The  accomplishments  of  W.  P.  B.  have  not  been  my  accom- 
plishments— they  have  been  accomplishments  of  these  loyal,  hard- 
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working,  hard-hitting,  earnest — I  can't  speak  too  highly  of  the  atti- 
tude of  many  of  these  men  who  have  come  down  here,  willing  to  work 
12,  14,  or  16  hours  a  day,  7  days  a  week,  if  necessary,  to  accomplish 
a  particular  job.  It  is  my  anxiety  for  these  men.  We  need  more 
men  to  come  down  so  that  they  won't  have  to  work  so  hard,  so  that 
they  won't  have  to  wear  themselves  out.  If  we  get  more  good  men 
and  divide  the  work  more,  it  won't  fall  on  so  few  men,  and  that  is 
the  anxiety  and  the  concern  that  I  have,  sir. 

Wliat  I  was  asking  for  was  the  help  of  this  committee  in  helping 
solve  this  problem  so  that  we  can  get  these  men  down  here  and  have 
them  come,  v\'hen  they  come,  not  being  afraid  of  criticism  and  cer- 
tainly not  being  afraid  of  criticism  for  wrongdoing,  and  expecting 
vigilance  in  watching  their  actions. 

I  tell  every  man  who  comes  down  here  that  he  is  swimming  in  a 
goldfish  bowl,  probably  naked  in  the  goldfish  bowl.  Everything  he 
does  is  exposed  to  the  public  view,  and  should  be.  He  is  a  public 
servant,  and  it  must  be.  As  such,  he  may  find  all  kinds  of  groups 
who  may  dislike  things  that  are  being  done  and  who  may  take 
potshots. 

It  isn't  .that.  It  is  more  the  feeling  of  a  sort  of  concerted — I  want 
to  choose  my  word  carefully — criticism  to  which  he  is  subjected 
which  indicates  that  he  is  suspect  because  of  the  fact  that  he  is  a 
businessman.  The  nature  of  it,  the  continuity  of  it,  the  constancy  of 
it,  make  him  feel  in  his  own  heart  that  he  is  suspect  because  he  is  a 
businessman,  and  that  is  the  thing  that  I  am  appealing  to  you,  ISIr. 
Senator,  and  to  your  committee,  to  try  to  help  me  overcome,  so  that 
these  men  will  come  down  and  do  this  job  that  has  to  be  done. 

The  Chairman.  I  don't  think  there  is  any  such  feeling  as  that  in 
the  Congress  at  all. 

INIr.  Nelson.  Well,  sir,  my  organization  gets  it  from  stem  to  stern. 
It  is  there,  sir,  and  I  am  merely  reporting  to  you  the  feeling  that  the 
men  in  the  organization  have.  That  is  all  I  am  doing,  appealing 
for  help  from  you  in  any  way  you  can — advice,  or  counsel,  or  any- 
thing— to  help  me  overcome  that  so  that  these  men  who  have  come 
down  will  continue  to  do  an  effective  job  in  this  great  emergency. 

Senator  INIead.  Mr.  Nelson,  just  one  other  thought.  The  con- 
version of  the  Contract  Distribution  Service  has.  I  believe,  increased 
the  casualties  among  small  business  and  independent  manufacturers. 
To  overcome  that,  the  Senate,  by  unanimous  vote,  passed  a  bill  a  few 
days  ago.^  I  was  wondering  if  that  legislation  has  the  continuing 
support  of  your  organization  in  the  other  House.  In  view  of  the 
casualties  that  you  mentioned,  which  are  increasing  daily  among 
small  business,  I  was  wondering  if  the  prospects  of  setting  that  or- 
ganization up  have  your  attention  and  your  enthusiastic  support. 

Mr.  Nelson.  Yes,  Mr.  Senator,  it  has.  As  I  told  the  Senate  com- 
mittee, I  didn't  ask  for  the  legislation,  but  if  they  chose  to  put  it  in 
with  the  War  Production  Board,  I  was  going  to  see  to  it  that  the  best 
job  possible  would  be  done  with  it.  The  minute  it  passed  the  Senate, 
I  started  work,  got  a  group  of  people  started  to  work,  organizing,  get- 
ting the  plans  made,  trying  to  see  that  it  would  start  off  with  the  least 
possible  delay  once  it  was  passed  by  the  House.  Sir,  we  are  in  that 
position  today.  Of  course,  we  haven't  picked  any  of  the  personnel, 
but  we  have  put  a  group  of  people  on,  who  are  studying  the  type  of 

,^.  2250,  passed  by  Senate  March  30,  1941! ;  slpied  June  11,  1942  ;  Public  Law  603. 
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organization  that  we  need,  and  it  is  my  plan,  sir,  to  merge  our  Contract 
Distribution  Service  with  that,  and  I  believe  that  they  can  do  a  very 
effective  job.  I  can  see,  as  I  go  into  it  and  study  it,  that  that  corpora- 
tion can  be  very,  very  helpful,  particularly  in  solving  the  problem  of 
getting  business  for  these  pools  of  smaller  industries  that  form.  To- 
day, as  I  explained  to  the  Senate  committee,  there  is  a  hiatus.  These 
pools  haven't  a  way  of  financing  themselves.  I  can  see  possibilities 
of  great  service  in  that  corporation,  and,  sir,  I  am  going  right  ahead 
with  the  plans  for  organizing  it  so  that  we  can  put  it  into  being  with 
the  least  possible  delay  once  it  has  passed  the  House. 

Senator  Mead.  I  am  sure  you  will  tell  that  to  the  House  committee 
in  charge  of  that.^ 

Mr.  Nelson.  I  will  tell  them  just  that. 

The  Chairman.  Senator  Connally? 

Senator  Connally.  Mr.  Nelson,  I  apologize.  I  was  somewhat  late 
and  didn't  hear  the  first  part  of  your  statement. 

I  want  to  say  at  the  outset,  though,  that  one  of  the  chief  things  that 
you  and  your  organization  can  do  for  the  country  in  the  period  of 
war  is  to  develop  a  thick  skin,  because  you,  being  the  head,  ought  to 
have  a  rhinoceros  character  if  you  want  to  serve  the  country,  for  you 
are  going  to  get  criticism  no  matter  what  you  do.  I  have  had  experi- 
ence in  that  line. 

As  I  understand,  you  testified  rather  fully  that  the  production  pro- 
gram has  shown  great  improvement  all  along  the  line. 

Mr.  Nelson.  Yes,  sir. 

Senator  Connally.  And  that  there  is  a  fair  degree  of  harmony  and 
unity  among  the  armed  services  and  your  organization. 

Mr.  Nelson.  Yes,  sir. 

Senator  Connally.  That  is  very  gratifying,  and  I  have  felt  that 
that  would  be  the  case  when  you  were  appointed,  because  I  think  you 
are  doing  a  fine  job. 

Of  course,  it  is  your  view  that  if  you  want  to  get  advice  and  counsel 
about  some  technical  matter,  you  have  to  get  somebody  who  knows 
something  about  it.     Is  that  right? 

Mr.  Nelson.  That  is  right,  sir;  definitely. 

Senuator  Connally.  If  you  broke  your  eyeglasses  and  wanted  them 
fixed,  you  wouldn't  take  them  to  a  blacksmith  job,  would  you? 

Mr.  Nelson.  No,  sir ;  you  would  not. 

Senator  Connally.  Of  course,  on  the  other  hand,  the  public  and  a  lot 
of  these  folks  who  sit  up  here  in  Washington  and  comment  about  every- 
thing, who  know  more  about  everything  than  anybody  else  you  can 
find,  have  created  a  widespread  suspicion  of  businessmen  in  the  admin- 
istration and  in  your  administration.  That  is  perfectly  natural.  But 
your  point  is,  I  believe,  that  they  do  not  have  the  actual  contracting 
authority. 

Mr.  Nelson.  Not  at  all,  sir. 

Senator  Connally.  That  point  is  good  as  far  as  it  goes,  but,  of 
course,  in  taking  any  course  of  action  any  time,  we  do  it  on  advice 
and  counsel  of  a  lot  of  things  that  precede  the  actual  making  of  the 
contract.  But  if  I  understand  you  correctly,  you  are  trying  to  see 
that  none  of  these  men  use  any  improper  influence  to  throw  business 
to  their  own  concerns. 

Mr.  Nelson.  Yes,  sir ;  that  is  certainly  right. 

*  House  Committee  on  Banking  and  Currency. 
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Senator  Connally.  You  are  the  head  of  it.  No  matter  if  the  office 
boy  down  there  does  something  wrong,  you  are  going  to  have  to  be 
responsible  for  that.    You  know  that. 

Mr.  Nelson.  That  is  right. 

Senator  Connally.  That  is  why  I  want  you  to  develop  that  thick 
cuticle,  because  you  will  need  it  every  day  to  stay  down  there. 

Mr.  Nelson.  Mr.  Senator,  it  is  getting  thicker  every  single  day. 

Senator  Connally.  That  is  fine.  You  are  showing  progress.  But 
what  I  mean  is,  you  musn't  be  irritated  by  a  little  criticism.  You 
don't  have  to  run  for  your  office.  We  have  to  run  for  ours. 
[Laughter.]  What  I  mean  is  that  if  these  gentlemen  really  want  to 
do  this  country  a  service  and  are  patriotic,  they  certainly  can  stand 
some  sniping  if  the  boys  in  the  battle  front  can  stand  some  shooting 
with  guns  and  artillery  and  planes.  These  heroic  businessmen — and 
they  are — I  don't  cast  any  reflection  on  the  businessmen — I  always  did 
wish  I  had  been  one  myself. 

Mr.  Nelson.  You  would  have  made  a  good  one. 

Senator  Connally.  I  don't  know  about  that,  but  when  I  see  the 
great  things  they  have,  the  rewards  that  come  to  them,  and  the  ease 
with  which  they  live  and  afford  to  come  down  here,  I  have  always 
wished  I  had  been  a  businessman. 

Mr.  Nelson.  That,  sir,  may  I  observe,  is  a  delusion,  like  the  ease  of 
living  in  Congress. 

Senator  Connally.  All  right.  I  mean  if  they  really  wanted  to  serve 
the  country,  one  of  the  best  ways  they  can  serve  it  is  to  go  on  and  do 
their  duty,  not  give  their  own  contracts  to  their  own  firms,  and  to 
stand  the  gaff,  take  the  punishment,  take  the  pressure.  I  hate  to  see 
one  who  quits  and  surrenders  the  first  time  there  is  criticism,  as  the 
men  did  at  Bladensburg.  At  the  first  shot  they  all  ran  and  got  licked. 
Stand  there  and  take  a  little  of  this  punishment. 

I  realize  that  you  can't  do  without  all  these  experts.  But  what  do 
we  have  hearings  before  committees  for?  What  do  we  bring  people 
in  for  ?  It  is  because  they  are  supposed  to  know  more  about  what  we 
are  worr^ang  about  than  we  do.  We  are  trying  to  get  information. 
But  you  are  going  to  have  to  take  the  responsibility.  I  assume  you 
have  a  little  kitchen  cabinet  somewhere  there  which  keeps  you  advised 
about  all  of  these  different  departments? 

Mr.  Nelson.  Yes,  sir. 

Senator  Connally.  And  if  there  is  a  fellow  that  is  suspect,  you 
can  look  him  over  ? 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Connally.  You  don't  always  tell  him  you  are  looking  him 
over  when  you  are  doing  it.    Is  that  right  ? 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Connally.  Someone  mentioned  to  me  that  you  said  we 
were  sort  of  over  the  hump  in  the  production  matter. 

Mr.  Nelson.  Yes,  sir.  I  believe,  sir,  we  are  over  the  hump  and  on 
our  way.  We  are  going  to  find  a  lot  of  snags  and  difficulties,  but  we 
are  going  there,  sir,  I  think.  American  industry  is  really  doing  a 
grand  job,  and  I  think  American  labor  is  doing  a  grand  job  at  the 
present  time.    They  are. cooperating  with  that  production. 

Senator  Connally.  Hasn't  your  experience  during  the  short  time 
you  have  been  there,  demonstrated  that  what  we  need  is  unity — 1  mean 
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a  one-man,  centralized  job  of  it?  If  you  are  not  the  riglit  man,  of 
course  they  can  take  you  out. 

Mr.  Nelson.  That  is  right. 

Senator  Connally.  But  you  can't  have  two  horses,  one  of  them 
vrantino;  to  go  one  way  and  one  the  other  way;  one  wanting  to  go 
forward  and  one  getting  tired  and  lying  down  in  the  harness.  You 
can't  do  it. 

Mr.  Nelson.  In  my  opinion,  that  is  very  important,  sir. 

Senator  Connally.  You  are  trying  to  do  that  thing  ? 

Mr.  Nelson.  Yes,  sir. 

Senator  Connally.  You  have  made  some  changes,  haven't  j^ou, 
since  you  have  been  there? 

Mr.  Nelson.  Yes,  sir;  there  have  been  quite  a  few. 

Senator  Connally.  Key  men? 

Mr.  Nelson.  Quite  a  few  men. 

Senator  Connally.  Quite  a  few.  Well,  I  hope  you  won't  have 
any  hesitancy  in  making  any  changes  when  it  shows  that  it  is  neces- 
sary.    I  think  Congress  as  a  whole  will  stand  by  you. 

Mr.  Nelson.  This  is  war,  sir,  and  we  can't  aiOford  not  to  make  them 
when  they  are  necessary. 

Senator  Connali,y.  No.  Put  him  on  a  stretcher  and  carry  him  out, 
like  a  man  who  is  shot. 

I  believe  that  is  all,  Mr.  Nelson. 

Mr.  Nelson.  Thank  you. 

Senator  Kilgore.  With  reference  to  the  dollar-a-year  men,  I  gath- 
ered from  your  conversation  that  possibly  some  of  the  men  are  not 
getting  a  part  of  the  picture  that  might  help  them  out  a  little  bit. 
For  instance,  this  picture  comes  to  me  so  frequently  from  outside, 
not  on  the  question  of  being  a  businessman,  but  a  lot  of  criticism 
comes  from  the  businessman  who  tries  to  do  business,  who  tries  to 
keep  his  plant  open  by  getting  a  wartime  contract,  and  finds  that  his 
competitor  (usually  his  biggest  competitor,  because  that  is  what  we 
have  had  to  draw  from  to  get  the  best  talent)  is  connected  with  the  AVar 
Production  Board  and,  rightly  or  wrongly,  he  feels  that  maybe  he 
has  been  left  out  cold.  I  think  that  is  where  a  lot  of  the  criticism  of 
the  question  of  dollar-a-year  men  arises.  It  is  from  the  small  bus- 
inessman who  feels  it  is  due  to  the  fact  that  somebody  connected  with 
his  largest  competitor  is  in  some  way  connected  with  the  letting  of 
contracts  that  may  affect  his  business.  He  feels  that  maybe  he  is 
getting  some  injustice.  He  is  looking  back  to  the  old  competitive 
days.  He  feels  that  he  is  being  shut  down  unjustly.  I  think  a  large 
part  of  that  criticism  is  coming  from  that. 

I  am  not  saying  that  there  is  any  truth  in  it  at  all,  but  they  get  that 
impression  and  go  out  and  do  a  lot  of  talking  about  it.  I  think  that  is 
where  the  criticism  is  coming  from,  and  I  think  the  dollar-a-year  men 
must  realize  that,  and,  in  fact,  all  men  who  have  been  with  industry 
must  realize  that  it  is  a  criticism  largely  of  industrial  competitors. 

That  is  your  foundation  stone  for  this  question.  That  is  what  I 
liave  run  into  this  spring.  Previous  competition  and  previous  busi- 
ness bitterness  has  grown  up,  and  he  finds  that  maybe  his  bitterest 
opponents  are  connected  with  it,  and  he  feels  he  hasn't  got  a  square 
deal.     Don't  you  find  that? 

Mr.  Nelson.  Yes;  I  am  sure  that  is  a  very  intelligent  analysis  of 
it,  Mr.  Senator.     Of  course,  it  isn't  true.     If  I  saw  any  man  influencing 
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&  contract  down  there  in  his  behalf,  he  wouldn't  be  there  5  minutes,  and 
I  have  never  seen  one,  sir.  It  just  so  happens  that  the  way  we  are 
set  up,  it  is  very  difficult  for  any  one  of  us  to  advise  as  to  who,  specifi- 
cally, shall  get  the  contract.  That  is  done  by  the  Army  or  the  Navy. 
I  have  gone  even  to  the  point  of  being  overzealous  in  seeing  that  the 
contracting  power  is  kept  within  the  Army  and  the  Navy. 

We  had  one  of  two  courses  to  take  when  we  took  this  job.  Many 
urged  that  we  set  up  a  buying  organization  independent  of  the  Army 
and  Navy.  I  knew,  sir,  that  that  would  be  just  dead  w^rong  and  didn't 
even  consider  it  for  5  minutes,  because  it  would  have  been  impossible 
to  have  gotten  the  type  of  men  that  we  wanted  to  come  in  here  and  do 
that  job  with  the  contracting  power  without  having  subjected  them- 
selves to  great  criticism.  So,  in  setting  it  up,  we  were  very  careful 
not  to  take  a  bit  of  authority  away  from  the  Army  or  the  Navy.  As  a 
matter  of  fact,  we  enhanced  that  authority,  so  that  today  I  think  it  is 
practically  impossible. 

Sir,  I  would  just  like  to  have  you  keep  on  investigating  any  place 
you  find  that  that  thing  may  be  suspected,  and  if  you  find  it,  certainly 
our  system  is  wrong.     I  think  you  will  not  find  it. 

Senator  Kilgore.  ]VIr.  Nelson,  I  didn't  intend  to  make  that  as  a 
criticism 

Mr.  Nelson  (interposing).  I  understood  it. 

Senator  Kilgcee.  But  as  a  suggestion.  You  said  that  both  the 
Board  and  you  needed  help.  Might  I  also  further  suggest  that  there 
should  be  some  educational  work  carried  on  among  these  business 
people  of  the  country,  some  of  whom,  unfortunately,  are  casualties 
or  partial  casualties,  to  show  them  the  system,  to  show  them  that  they 
are  not  being  discriminated  against  and  can't  be  discriminated  against, 
.and  educate  them  until  they  feel  they  are  being  fairly  dealt  with. 
Don't  you  think  it  is  a  big  part  of  the  program  to  obviate  this  criti- 
cism through  an  educational  program  ? 

]\Ir.  Nelson.  I  do,  Mr.  Senator,  and,  as  you  said,  I  believe  that  is  one 
of  the  things  we  haven't  done.  I  think  we  have  been  so  busy  with  the 
job  we  have  been  doing  that  we  haven't  done  that  job  well.  I  can 
truthfully  say  that  I  don't  believe  we  have  gone  out  to  the  country 
enough  to  try  to  educate  them  as  to  why  and  how  it  is  done,  and  so 
forth. 

Senator  Kilgoke.  That  was  the  point  I  was  bringing  up. 

effect  or  CONVERSION  PROGRAM  ON  SMALL  BUSINESS 

]\Ir.  Nelson.  I  think  that  is  a  very  fair  observation. 

The  Chairman.  Senator  Ball  ? 

Senator  Ball.  Mr.  Nelson,  you  say  the  contracting  authority  is  still 
kept  in  the  services? 

]Mr.  Nelson.  Yes,  sir. 

Senator  Ball.  Doesn't  the  W.  P.  B.  have  something  to  say  about 
the  policy  in  letting  contracts? 

Mr.  Nel!=on.  Broad  policy,  sir,  but  never  to  any  specific  company. 

Senator  Ball.  Whnt  bothers  me  about  that  is  that  you  have  an 
agency  in  the  War  Production  Board  which  shuts  down  civilian 
business,  and  then  you  have  another  agency  which  really  has  the 
power — the  only  power — to  see  to  it  that  those  businesses  get  into 
M^ar  production.    It  makes  it  rather  tough.    What  impressed  me  in 
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the  last  month  or  so,  as  your  conversion  orders  have  gone  out  stopping 
these  civilian  industries,  was  that  the  small  metal-working  industries 
that  come  in  here  and  try  to  get  contracts  find  that  they  cannot  nego- 
tiate a  contract  on  a  cost-plus-fixed-fee  basis,  as  most  of  the  large  manu- 
facturers are  negotiating  them.  They  have  to  come  in  and  bid,  and 
there  are  thousands  of  them  bidding,  and  a  lot  of  suicide  bids  come  in. 

Actually,  of  course,  they  are  in  a  poorer  spot  to  estimate  their  cost 
of  producing  a  new  war  item  than  the  big  concerns  that  get  the 
negotiated  contracts.  I  don't  see  how  you  can  ever  really  get  small 
industry  converted  in  this  picture  without  negotiating  contracts.  I 
realize  that  there  is  danger  there  of  your  cost  running  pretty  high, 
but  some  of  those  fellows  just  can't  bid  intelligently.  They  will  either 
go  bankrupt  and  fulfill  a  suicide  bid,  or  else  they  are  out  entirely. 

Mr.  Nelson.  I  am  sure  that  is  right,  sir,  and  I  think  one  of  our 
unfinished  jobs  is  the  solution  of  that  problem.  One  of  the  first 
directives  we  issued  from  the  War  Production  Board,  under  the 
powers  granted  us,  was  that  contracts  should  be  negotiated,  and  that 
it  should  be  only  the  exceptional  contract  that  was  on  a  bid  basis. 

Senator  Connally.  Senator  Ball,  may  I  ask  a  question?  Will 
you  yield  for  one  question  on  that  same  subject? 

Senator  Ball.  Yes. 

Senator  Connally.  Let  me  ask  you,  Mr.  Nelson,  have  you  run  into 
difficulty  about  specifications  ?  Frequently,  it  seems  to  me,  there  is  a 
vice  in  that  a  lot  of  these  contracts,  the  War  or  the  Navy  Departments 
or  somebody  in  them  have  drawn  the  specifications  in  such  a  way 
that  only  a  few  concerns  can  comply.  I  know  that  was  the  case  before 
the  war.  You  would  go  down  there,  and  they  would  have  a  specifica- 
tion for  some  particular  process  or  method  that  nobody  would  want 
to  do,  which  only  one  concern  could  ever  comply  with,  I  wanted  to- 
inject  that  in  there, 

Mr.  Nelson.  I  think,  Mr.  Senator,  that  that  is  pretty  well  out  of 
the  picture.  That  perhaps  was  there  in  peacetime  to  some  extent. 
I  don't  believe  it  was  there  intentionally.  I  think  it  grew  in  unin- 
tentionally, because  in  many  cases  concerns  helped  write  the  specifi- 
cations. Wherever  we  have  found  that,  we  have  had  no  difficulty  in 
getting  a  change  with  the  Army  or  the  Navy,  either  one,  and  any 
that  you  see  or  that  you  hear  of,  if  you  will  just  let  us  know,  we 
shall  have  no  difficulty. 

You  will  find,  of  course — and  it  is  a  thing  that  is  very  difficult 
to  overcome — that  many  of  these  specifications  are  of  a  very  highly 
technical  nature. 

Senator  Connally.  That  is  true. 

Mr.  Nei.son.  The  tolerances  are  very  hard  for  the  average  man  or 
machine  to  meet.  We  have  tested  these  tolerances  in  many  cases,  and 
it  has  been  our  experience  in  practically  every  case  that  the  Army  or 
the  Navy  was  right,  due  to  some  peculiar  usage  of  the  machine,  of 
the  tool  to  which  it  was  to  be  put — interchangeability,  the  servicing 
of  it,  durability.     I  have  found  very  few  cases. 

Senator  Connally.  I  just  wanted  to  call  that  particular  thing  to 
your  attention  and  commend  it  to  your  organization  to  watch,  for 
frequently  a  little  trick  in  a  specification  can  just  ruin  all  the  com- 
petition and  give  it  to  one  man. 
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Mr.  Nelson.  We  have  a  group,  sir,  set  up  to  watch  specifications — 
a  very  good  group  of  engineers  from  engineering  societies,  who 
watch  that  very  carefully. 

Senator  Connally.  Thank  you.  Senator  Ball. 

Senator  Ball.  I  would  like  to  follow  that  contracting  thing  a 
little  further.  It  seems  to  me  we  talked  about  the  same  thing  back 
in  January,  that  probably  the  only  answer  to  the  little  fellow  was 
negotiated  contracts,  particularly  on  their  initial  conversion.  The 
ones  who  talked  to  me  tell  me  that  everything — all  the  little  stuff 
that  they  can  bid  on,  that  they  can  make — is  still  being  let  on  bids. 

Mr.  Nelson.  It  is,  sir,  but  you  see,  there  you  have  the  difficulty  in 
the  process  of  selection.  I  mean,  there  are  thousands  of  them  and  a 
relatively  small  amount  to  give  out.  If  you  just  parceled  it  out 
among  all  of  them,  we  will  say,  they  wouldn't  get  enough  to  make 
full  runs  so  that  the  business  would  be  valuable  to  them.  I  don't 
know  how  to  solve  it  yet,  although  we  have  given  it  every  care  and 
attention,  and  we  think  it  is  being  solved  gradually. 

That  is  a  process  of  selection  where  a  thing  can  be  made  by  a  very 
large  number  of  people;  for  example,  clothing.  As  you  know,  there 
are  many  clothing  manufacturers,  and  we  have  tried  dividing  it  into 
very  small  lots.  We  do  have  that  difficulty  of  selection  when  we  get 
into  the  simpler  items. 

We  have  attempted  to  solve  it,  sir,  in  this  way,  and  we  are  getting 
good  cooperation  from  the  services  in  seeing  to  it  that  the  larger 
concerns,  with  engineering  organizations  and  ability  to  make  the 
more  difficult  items,  do  not  get  filled  up  with  the  simpler  items  to 
make.  In  that  directive — I  think  you  have  a  copy  of  it;  I  think  a 
copy  of  it  has  been  sent  to  you;  if  not,  I  should  be  glad  to  see  that 
you  get  it  again — which  is  being  followed  more  and  more  each  day, 
the  simpler  things  are  being  held  away  from  the  larger  concerns. 
They  are  being  given  the  more  difficult  thiugs,  and  the  simpler 
things  are  being  given  to  the  smaller  concerns. 

I  still  feel,  sir,  that  the  answer  to  the  small  concern  is  one  of  two 
kinds.  One  is  in  subcontracting.  Just  the  other  day  I  sent  out 
another  admonition  to  the  larger  prime  contractors  that  they  must 
do  more  subcontracting.  They  must  get  more  of  these  contracts  out 
into  the  hands  of  the  smaller  fellows,  wdio  can  take  a  subcontract 
because  they  have  the  engineering  organization  and  production  or- 
ganization of  the  larger  concern  to  help  teach  them  how  to  do  it, 
how  to  make  it,  and  how  to  fulfill  the  specifications  of  the  Army  and 
Navy. 

But  I  do  feel,  sir,  that  that  is  not  a  problem  that  I  could  tell  you 
is  solved.  It  isn't,  although  it  is  having  our  full  and  complete  atten- 
tion, and  today  the  Army  and  the  Navy  are  actively  cooperating. 

Now  we  have  reached  a  point  where,  in  order  to  get  this  program 
finished,  it  has  to  be  done  through  more  subcontracting.  We  haven't 
the  time  now  to  do  otherwise,  with  the  program  having  been  devel- 
oped, and  the  urgency  and  the  time  element  being  in  there.  The 
experience  with  subcontracting,  however,  still  is  not  good  and  the 
experience  with  pools  is  not  good.  I  should  think,  sir,  that  it  might 
be,  Mr.  Senator,  an  excellent  suggestion  for  you  to  make  an  investi- 
gation of  pool  activities  and  just  help  develop  the  facts. 
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The  Chairman.  We  started  such  an  investigation  to  begin  with, 
when  they  were  first  under  consideration,  and  I  have  been  inter- 
mittently continuing  on  it.    We  expect  to  carry  that  to  a  conclusion. 

Mr.  Nelson.  We  would  be  glad  to  give  you  complete  cooperation 
in  helping  you  in  that  field  if  30U  would  like  to  go  into  it. 

The  Chairman.  We  would,  very  much. 

Senator  Ball.  As  I  get  your  answer,  the  fact  is  that  there  aren't 
enough  prime  contracts  to  fill  up  all  the  plants  that  are  being  shut 
down  in  these  conversion  orders,  and  the  only  answer,  then,  is  sub- 
contracting to  get  some  of  these  big  prime  contractors  to  sublet 
some  of  the  simpler  work. 

Mr.  Nelson.  In  my  opinion,  the  solution  lies  in  that  direction, 
sir,  rather  than  in  the  prime  contracting  field. 

Senator  Ball.  And  that  is  the  reason  they  are  using  this  bidding 
to  let  the  prime  contracts  for  it,  simply  as  a  method  of  selection. 

Mr.  Nelson.  As  a  method  of  selection. 

Senator  Ball.  Have  you  set  up  any  organization  actively  to  ham- 
mer at  these  big  fellows  to  get  this  subcontracting  out  ? 

Mr.  Nelson.  That,  of  course,  is  one  of  the  jobs  that  our  contract 
distribution  orgnnization  is  supposed  to  do,  but  it  could  not  be 
effective  until  the  Army  and  the  Navy  became  thoroughl}-  convinced 
that  it  had  to  be  done,  and  today  I  can  truthfully  tell  you  that  they 
are  becoming  more  convinced  each  day,  and  todaj^  I  believe  we  are 
beginning  to  get  splendid  cooperation  from  all  the  procurement 
officers  of  the  Army  and  Navy  in  that  direction. 

Senator  Burton.  Mr.  Nelson,  touching  first  on  this  Guthrie  case 
that  you  referred  to  us,  I  just  want  to  get  a  clear  perspective  of 
it.  As  I  understand  it,  you  do  not  charge  any  bad  faith  or  any 
improper  motives  on  the  part  of  Mr.  Guthrie. 

Mr.  Nelson.  No,  sir ;  I  do  not. 

Senator  Burton.  But  you  do  feel  that  his  resignation  has  elimi- 
nated friction  which  was  to  the  detriment  of  the  service? 

Mr.  Nelson.  I  do,  sir. 

Senator  Burton.  Do  j^ou  recognize  that  there  may  also  have  been 
some  benefits  arise  from  the  attention  which  his  resignation  brought 
to  the  conversion  problem  and  the  need  of  prompt  conversion? 

Mr.  Nelson.  Very  little,  sir.  It  certainly  didn't  change  my  atti- 
tude toward  it.  I  have  always  been  for  the  past  2  years  in  favor 
of  it,  at  the  right  time,  bringing  them  into  synchronization .  with  the 
need.  Of  course,  a  lot  of  commotion  was  caused  by  that;  a  lot  of 
differences  in  opinion  were  brought  to  the  surface.  It  may  have 
done  some  little  good.  I  can't  say  that  it  didn't,  but  at  the  same 
time  it  did  a  lot  of  harm. 

Senator  Burton.  You  are  satisfied  at  the  present  time  with  the 
rate  of  conversion? 

Mr.  Nelson.  Yes,  sir;  I  am.  If  I  weren't,  I  would  order  it  to  go 
faster.  At  all  times,  I  was  completely  in  control — at  all  times! 
That  has  been  one  of  my  principal  jobs,  to  watch,  to  see  that  we 
didn't  delay  wherever  conversion  would  help  the  situation,  either 
through  eliminating  the  use  of  material  or  through  the  need  of  their 
facilities. 

Senator  Burton.  And  in  the  process  of  conversion,  of  course  a 
great  manj'  of  these  small  businesses  we  have  been  talking  about 
indirectly  go  out  of  business,  and  I  want  to  add  my  word  of  en- 
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€ouragement  to  that  of  the  Senators  who  have  spoken,  that  it  seems 
ro  nie  that  in  the  field  of  small  business,  there  is  an  added  capacity 
for  production  that  is  necessary  to  meet  the  production  required. 

Mr.  Nelson.  I  think  it  is  vitally  necessary. 

Senator  Burton.  And  "vvhen  you  reach  the  marginal  field  of  pro- 
duction Avhich  we  didn't  have  to  call  on  in  the  last  war  and  go  into 
small  business  to  get  it,  you  find  that  it  is  a  slower  process  than  it 
is  to  deal  with  big  business,  and  therefore  you  reallj^  have  to  set  up 
a  new  techniciue  and  almost  a  separate  division  to  meet  that  problem 
and  to  reach  that  small  business ;  isn't  that  true  ? 

Mr.  Nelson.  That  is  very  true,  sir. 

Senator  Burton,  And  do  I  understand  that  you  are,  therefore, 
setting  up  and  placing  a  primary  responsibility  on  a  separate  division 
which  will  take  whatever  time  is  necessary,  even  though  it  is  much 
more  time  than  would  be  taken  for  large  business,  to  reach  this  small 
business  ^ 

Mr.  Nelson.  Yes,  sir.  I  will  put  it  this  way.  In  planning  this 
new  organization,  following  the  Senate  bill,  assuming  that  the  House 
will  pass  it — which  I  hope  they  will — I  believe  that  we  will  then  be 
able  to  perfect  it,  because  we  will  have  the  power  of  financing;  we 
will  have  the  power  to  accept  contracts,  for  pools.  In  other  words, 
one  of  the  best  ways  of  getting  these  men  into  this  picture  is  through 
the  formation  of  pools.  They  will  take  the  contract  for  making  a 
rifle  and  parcel  it  out,  with  one  of  them  being  the  so-called  mother 
hen  or  having  res])onsibility  for  seeing  to  it  that  the  schedules  are 
met,  for  seeing  to  it  that  the  proper  engineering  is  clone,  for  seeing 
to  it  that  the  machinery  is  properly  kept  up  and  the  tolerances  are 
met,  and  I  am  hopeful  that  we  can  show  some  very  good  results  by 
properly  manning  and  giving  the  authority  to  that  organization  to 
go  ahead  and  show  what  can  be  done  in  this  pooled  operation. 

Senator  Burton.  Now,  I  understand  that  you  are  to  come  before 
us  again  with  a  general  review  of  the  W.  P.  B.  and  its  progress,  and 
at  that  time  you  will  discuss  the  particular  matters  perhaps  as  to 
synthetic  rubber,  and  so  on,  rather  than  at  this  time. 

Mr.  Nelson.  Yes,  sir;  I  would  be  glad  to  discuss  any  one  of  them, 
of  course,  that  you  want  now,  but  I  had  hoped  to  give  you  a  full 
and  complete  report  of  what  we  are  doing. 

CRITICISM    OF    WAR   PRODUCTION    BOARD   POLICY   OF   EMPLOYING   DOLLAR-A- 

YEAR  MEN 

Senator  Burton.  Turning  to  this  other  matter  that  came  to  our 
attention  through  this  Guthrie  investigation  and  through  later  com- 
ments as  to  the  dollar-a-year-man,  let  us  consider  the  problem  of 
criticism.  I  wonder  if  perhaps  some  of  the  businessmen  who  feel  that 
criticism  have  ever  compared  themselves  to  a  baseball  player  in  one 
of  our  big  league  parks.  Now,  when  he  is  playing  in  one  of  those  big 
leagues  and  he  is  pitching  out  there  in  the  middle  of  one  of  our  big 
league  games,  everyone  in  the  grandstand  expresses  his  opinion  pro 
and  con,  and  that  man  has  to  go  ahead  and  pitch  the  game  and  the 
crowd  turns  with  him  as  he  does  his  job. 

Mr.  Nelson.  That  is  right,  sir:  but  may  I  point  out  the  difference, 
as  I  see  it,  and  I  am  glad  you  brought  out  the  illustration  because 
I  think  it  is  good.     You  don't  suspect  each  one  of  those  baseball 
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players,  when  he  makes  an  error,  of  throwing  the  game  to  personally 
win  money  and  win  the  game  for  himself.  It  is  suspicion  and  not 
criticism. 

The  Chairman.  It  has  been  a  long  time  since  that  happened,  but 
it  has  happened. 

Senator  Burton.  It  is  at  that  point  that  the  man,  himself,  must  set 
up  the  strength  of  mind  that  protects  himself  against  that  kind  of 
unjust  criticism.  I  think  it  was  Lincoln  who  said  that  if  he  were 
to  read,  much  less  answer,  all  the  criticisms  that  were  made  of  him,  he 
would  have  no  time  to  do  any  work,  so  he  did  the  best  he  could  and 
went  ahead. 

Mr.  Nelson.  I  have  gotten  to  that  stage,  sir. 

Senator  Burton.  And  I  think  that  as  this  question  of  the  business- 
man comes  up,  I  haven't  recognized  anywhere  here  in  Congress  the 
question  of  a  businessman  being  suspected  because  he  is  a  business- 
man. This  is  a  business  job  that  you  are  being  asked  to  do  and  I 
think  it  is  clearly  obvious  that  it  takes  businessmen  to  do  it,  and  the 
question  that  has  come  up  has  not  been  related  to  the  fact  that  they 
were  businessmen,  but  the  question  has  come  up — and  this  is  a  natural 
question — not  so  much,  let's  say,  on  the  part  of  Congress,  but  on 
the  part  of  the  public — the  old  problem  of  serving  two  masters.  It 
is  the  inevitable  human  question  that  arises.  Therefore,  if  these  men 
are  in  an  advisory  capacity,  there  doesn't  seem  to  be  much  question 
arise,  because  that  has  been  customary  for  years  and  it  is  absolutely 
necessary  to  call  on  advice  of  every  sort. 

Just  as  soon  as  a  man  does  have  two  employers  and  is  called  upon 
to  make  a  decision,  then,  however  fine  he  may  be,  somebody,  justly 
or  unjustly,  is  going  to  raise  the  point  that  he  is  in  an  embarrassing 
position;  therefore,  if  they  don't  like  him  or  don't  like  his  results, 
they  will  criticize  him  on  the  basis  tliat  he  has  two  masters. 

Wliat  is  your  best  method  of  answering  that?  When  a  man,  for 
instance,  takes  a  position  in  the  Cabinet,  he  does  give  up  his  private 
salary  wherever  he  has  it  and  goes  ahead  with  public  business. 
Some  of  these  positions,  if  they  are  going  to  be  positions  of  exercising 
discretion,  are  almost  as  important  as  a  Cabinet  office,  so  far  as  the 
effect  on  the  war  goes. 

Mr.  Nelson,  Well,  sir,  until  we  have  permission  to  draft  men — 
and  that  may  have  to  come;  I  mean,  we  may  have  to  have  a  form 
of  organization  in  which  men  are  drafted  who  will  do  these  jobs — ■ 
we  have  to  get  them  to  come  down  of  their  own  free  will,  because 
we  pick  a  particular  man  for  a  particular  job,  knowing  him  to  be 
the  best  man  we  can  get  for  that  particular  job. 

When  we  do  that,  a  man  may  be  in  such  circumstances,  sir,  as  I 
have  explained  before  the  committee  before,  and  it  isn't  easy  for  him 
to  drop  his  work  and  take  a  Government  job.  He  doesn't  know  how 
permanent  that  may  be.  It  may  be  for  a  period  of  2  weeks,  2 
months,  3  months,  4  months,  that  we  may  need  him  for  that  par- 
ticular activity.  It  would  be  very  unfair  to  ask  him  to  drop  his 
position  for  that  length  of  time. 

We  go  through  all  phases  in  this  war  production,  and  will  go 
through  all  phases.  We  have  now  passed  through  the  conversion 
phases,  and  the  conversion  is  now  going  on.  We  passed  through  the 
curtailment  phase  and  are  now  in  the  conversion  phase  of  this.  After 
the  conversion  phase  is  done,  then  we  are  going  to  be  in  a  straight 
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productive  phase,  the  licking  of  bottlenecks  which  will  be  largely 
production,  in  the  raw  material  field  and  in  other  places. 

And  these  jobs  will  come  up  and  go  down.  JSIen  will  be  brought 
in  for  2  weeks,  3  weeks,  a  month,  2  months,  3  months — we  don't 
know  what  the  length  of  their  term  of  service  will  be — and  I  have 
felt  that  it  is  unfair  to  ask  them  to  give  up  seniority.  They  may 
be  in  certain  financial  conditions  where  they  have  insurance  to  pay, 
obligations,  income  tax  to  pay  on  their  previous  year's  income.  I  can 
speak  from  experience,  sir,  that  that  is  quite  a  drain  when  you  start 
living  on  a  Government  salary  and  have  to  pay  an  income  tax  on  the 
basis  of  last  year's  salary.  Not  that  anybody  objects  to  it;  it  is 
merely  the  fact  that  it  is  there,  and  if  it  were  possible,  I  would 
certainly  prefer,  just  as  I  did,  to  resign  from  the  position  and  have 
no  thought  of  previous  connection  or,  as  you  say,  the  serving  of  two 
masters.  But  it  isn't  always  possible.  If  it  were,  that  would  be  the 
logical  solution. 

The  Chairman.  I  rather  think  that  you  ought  to  proceed  on  the 
theory  that  you  have  the  authority  to  draft  these  fellows,  and  when 
they  won't  come,  just  send  us  their  names  and  we  will  bring  them 
down  and  find  out  why,  and  I  don't  imagine  you  will  have  any  more 
trouble  after  that. 

Mr.  Nelson.  Wlien  you  ask  him  why,  he  will  tell  j^ou  what  I  am 
telling  you  now. 

The  Chairman.  He  won't  want  to  come  down  and  tell  us  why,  any 
more  than  he  will  want  to  refuse  the  job,  because  he  can't  give  a 
good  reason  if  he  wants  to  save  the  country.  If  his  reason  is  that  he 
fears  criticism  from  the  oommittee,  we  will  let  him  have  it  then,  and 
then  he  can  go  on  to  work. 

Mr.  Nelson.  That  may  be  a  solution.  I  will  consider  that,  Mr. 
Senator. 

Senator  Burton.  It  seems  clear  that  you  should  get  the  best  men 
in  the  country  for  these  jobs. 

Mr.  Nelson.  We  have  to  have  them. 

Senator  Burton.  That  is  absolutely  clear.  Then  the  question  is, 
how  are  j^ou  going  to  do  it  ?  Your  ideal  way  would  be  to  have  them 
resign  from  where  they  are  and  devote  their  full  time  to  this  work. 

Mr.  Nelson.  That  is  right,  sir;  that  would  be  the  ideal  way. 

Senator  Burton.  I  take  it  you  are  trending  toward  that.  You 
are  trying  to  bring  that  about. 

Mr.  Nelson.  We  certainly  are,  and  have  endeavored  to  do  that. 

Senator  Burton.  And  where  you  are  not  able  to  accomplish  that, 
then  isn't  it  necessary  for  you,  perhaps,  to  give  up  sometimes  the 
best  man  in  the  country,  because  he  is  no  longer  available  in  the 
sense  that  you  want  him  to  be  available  because  he  is  in  a  position 
that  he  can't  give  up  his  connection  Avith  his  old  concern,  and  there- 
fore you  may  use  him  in  an  advisory  capacity  because  you  wish  to 
make  it  clear  to  the  public  that  the  man  who  is  going  to  make  deci- 
sions is  going  to  make  them  solely  for  the  United  States  Government. 
You  may  have  to  forego  a  man  who  says,  "I  can't  leave  my  other 
employment." 

Mr.  Nelson.  Well,  of  course  that  is  the  hard  thing  when  you  know 
that  that  particular  man  is  the  man  who  has  had  the  experience  to 
do  the  job  more  rapidly,  and  it  is  the  speed  of  doing  the  job  that 
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counts  today.  The  speed  of  the  job  is  even  more  important  than  the 
quality  of  the  job. 

Senator  Burton.  Then  it  is  your  job  to  make  it  clear  to  the  public 
that  this  man  is  of  such  a  character  and  is  doing  the  job  in  such  a 
way,  that  they  can  trust  him  just  the  ^Yay  you  trust  him.  That  is  a 
matter  of  assigning  him  the  kind  of  work  he  shall  do ;  it  is  a  matter 
of  building  him  up ;  it  is  a  matter  of  making  that  clear  to  the  public, 
because  the  public  are  perfectly  fair  in  the  end,  but  the  public  have 
got  to  know  the  facts  and  you  have  to  maintain  a  department  that 
gets  the  facts  to  them.  You  have  to  sell  your  case  to  the  public 
just  as  well  as  to  yourself. 

Mr.  Nelson.  I  think  perhaps  that  is  a  job  that  we  haven't  done 
well,  but,  of  course,  we  have  been  so  busy  doing  other  jobs  we  haven't 
done  that  one  well,  perhaps. 

Senator  Burton.  I  think  that  is  one  of  the  things  that  is  peculiar 
about  public  life.  When  men  go  into  public  life,  they  try  at  first 
to  live  it  the  way  they  did  their  private  life,  and  all  of  a  sudden  they 
find  they  have  another  factor  to  deal  with,  which  is  the  public  whom 
they  serve,  and  you  have  to  keep  your  public  advised  as  you  would 
have  kept  your  board  of  directors  advised,  and  it  is  quite  a  job. 

Mr.  Nelson.  Of  course,  unfortunately,  you  see,  Mr.  Senator,  we 
can't  give  out  figures  on  production.  I  think  if  we  could  give  out 
figures  of  accom])lishment  that  some  of  these  men  have  made  and 
show  what  they  have  accomplished,  how  they  have  done  a  particular 
job,  the  public  then  would  have  a  far  different  opinion  of  the  work 
lof  these  men.  If  you  could  point  out  just  what  they  have  done,  just 
by  reason  of  their  knowledge  of  the  situation  how  they  have  gotten 
things  months  sooner  than  they  would  have  gotten  otherwise,  then 
I  think  we  could  do  that.  But,  of  course,  most  of  the  work  we  do 
on  production  is  work  that  we  can't  give  out  figures  on  because  it 
would  aid  the  enemy. 

Senator  Burton.  I  think  it  would  be  helpful,  though,  if  you  gave 
some  considerable  thought  to  convincing  the  public  why  you  are 
convinced  that  each  of  the  steps  that  you  take  is  right.  They  will  be 
fair  in  the  end,  but  you  can't  expect  them  to  agree  with  you  if  they 
don't  know  the  facts. 

Mr.  Nelson.  I  have  great  confidence  in  the  fairness  of  the  public. 
In  all  my  experience  with  them,  I  believe  they  are  fair,  if  they  get 
the  right  information. 

Senator  Burton.  If  j-ou  can  just  teach  every  one  of  these  men  who 
are  a  little  jittery  about  it,  to  have  faith  in  the  people  and  faith  in 
the  kind  of  government  we  have,  although  it  is  a  little  rough  in  the 
doing  of  it,  they  will  come  out  all  right,  too. 

Mr.  Nelson.  I  think  that  is  a  very  good  observation,  sir. 

Senator  Connally.  My.  Nelson,  after  all,  isn't  it  a  question  of  the 
man's  character? 

Mr.  Nelson.  Always. 

Senator  Connally.  If  he  has  any  conception  of  ethics  and  integrity 
and  patriotism,  he  won't  crook  the  Government. 

Mr.  Nelson.  No,  sir;  of  course  not. 

Senator  Connally.  I  couldn't  conceive  of  any  worse  stigma  on  a 
man  in  the  years  that  are  to  come  than  to  have  the  record  of  having 
filched  money  out  of  the  Treasury  for  his  own  company  when  he 
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ought  not  to  have  done  it,  at  this  critical  stage  in  the  country's  ex- 
istence, when  it  is  struggling  for  its  life. 

]Mr.  Nelson.  No,  sir ;  1  can't  either. 

Senator  Connallt.  I  would  rather  be  in  the  battleline  and  run  at 
the  first  crack  of  the  gun  than  to  be  charged  with  hijacking  the 
Government. 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Connally.  And  I  suppose  that  in  the  selection  of  a  man, 
you  bear  that  in  mind,  don't  _you  ?    You  get  a  man  of  character. 

Mr.  Nel'on.  Character,  sir,  is  the  first  ingredient  we  look  for. 

Senator  Connally.  Of  course,  you  will  make  mistakes.  There  will 
be  a  few  of  that  kind  of  fellows  slip  by,  but  they  won't  slip  by 
twice;  will  they? 

Mr.  Nelson.  No,  sir ;  he  won't. 

Senator  Connally.  If  you  catch  him  once,  you  won't  tolerate  him 
any  longer. 

Mr.  Nelson.  And  I  can  truthfully  say  we  haven't  found  anybody 
yet  in  that  position. 

Senator  Connally.  It  seems  to  me  we  have  to  rely  on  men's  integ- 
rity and  character  until  the}^  prove  otherwise  in  all  responsible 
positions — Senators  and  Congressmen  and  everybody  else.  In  these 
times  of  peril,  if  any  man — Congressman  or  Senator,  W.  P.  B..  or 
Army,  or  Navy,  meets  a  situation  where  his  own  interests  are  on 
one  side  and  the  Government's  interests  are  on  the  other,  and  he 
decides  in  his  own  interests,  he  is  a  poltroon  and  almost  a  traitor 
to  his  country ;  isn't  he  ? 

Mr.  Nelson.  That  is  certainly  well  put,  sir. 

Senator  Connally.  My  vocabulary  is  about  exhausted,  but  I  think 
we  have  covered  it. 

Senator  Ball.  Mr.  Nelson,  you  have  given  us  a  good  report  on 
the  production  picture,  and  from  what  I  have  seen  of  it,  I  agree 
that  you  are  right.  Then,  you  say  that  your  picture  on  these  dollar- 
a-year  men  would  be  better  if  you  could  publish  production  figures. 
I  think  I  know  why  you  can't,  but  I  think  the  public  isn't  fully 
aware  of  why  you  can't  publish  production  figures  when  they  are 
good,  and  I  know  that  there  is  some  tendency  to  believe  that  they 
are  being  withheld  because  the  picture  isn't  good,  and  I  think  it 
might  be  helpful  if  you  would  make  a  statement  as  to  just  why  it 
is  unwise  from  a  military  point  of  view  to  publish  production  figures, 
even  when  they  are  ahead  of  schedule. 

Mr.  Nelson.  I  think,  sir,  that  is  a  very  good  point.  I  think  it 
should  be  done.     I  will  make  a  note  of  it  and  do  it. 

NEED    FOR     cooperation     BETWEEN    VARIOUS    GO\^RNMENT    AGENCIES    ON 

PRODUCTION  PROGRAM 

Senator  Mead.  Mr.  Nelson,  have  you  a  shipping  division  at 
W.  P.  B.? 

Mr.  Nelson.  In  what  way,  sir? 

Senator  Mead.  You  have  a  number  of  divisions  and  sections.  Have 
you  a  section  to  study  shipping,  transportation? 

Mr.  NeI;SON.  No,  sir:  that  is  done  under  Mr.  Joe  Eastman. 

Senator  Mead.  Yes;  we  have  a  Coordinator  of  Transportation,  but 
it  occurs  to  me  that  your  organization  would  be  well  adapted  for  an 
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over-all  transportation  and  shipping  division.  For  instance,  Jerry 
Land's  job  is  to  produce  a  certain  number  of  ships,  and  the  Army,  the 
Navy,  and  other  agencies  have  the  job  of  demanding  the  shipment  of 
supplies  here,  there,  and  the  other  place.  The  Coordinator  of  Trans- 
portation is  trying  to  coordinate  all  of  these  agencies  to  see  that  that 
job  is  done,  but  if  you  take  any  given  material  and  follow  that  from 
its  source  to  its  ultimate  manufacture  and  delivery,  it  seems  to  be  a  job 
for  W.  P.  B. 

Mr.  Nelson.  That  is,  sir,  and  we  do  have  a  Priorities  Division  on 
Shipping.  We  tell  both  Jerry  Land  and  his  shipping  organization — 
you  see,  he  has  two  jobs,  one  to  build  the  ships  and  the  other,  the  Ship- 
ping Board.  We  give  him  the  priorities  on  materials.  Of  course, 
material  of  war  is  given  to  him  by  another  group,  we  do  not  do  that, 
but  we  tell  him  what  w^e  need,  and  when  and  where,  and  establish 
the  priorities. 

Senator  Mead.  What  I  have  in  mind  is  an  agency  such  as  yours  set 
up  to  aid  these  various  enterprises  having  to  do  with  transportation, 
by  requiring  the  processing  or  the  manufacturing  of  materials  at  some 
other  point.  For  instance,  if  you  take  the  case  of  bauxite  that  comes 
from  Dutch  Guiana,  it  is  unloaded  in  New  Orleans,  it  is  shipped  to 
Bonneville  on  the  west  coast,  it  is  shipped  from  Bonneville  back  into 
Pennsylvania  for  fabricating;  it  is  shipped  then  to  the  airplane  fac- 
tories. The  airplant  factories,  one  of  them  in  particular,  building  big 
bombers,  can  finish  the  bombers  and  fly  them  right  away  from  the 
factory  to  Russia,  China,  or  any  place;  but  they  are  going  to  build 
great  big  trailers  l3ecause  they  can't  ship  the  parts  by  rail  or  by  exist- 
ing facilities,  and  they  are  going  to  transport  the  bomber  in  parts  down 
into  the  Southwest  and  they  are  going  to  assemble  them  and  fly  them 
away  down  there. 

Now  in  the  study  of  that  problem,  from  the  basic  raw  material  to 
the  finished  bomber  in  the  sky,  there  is  a  tremendous  waste  of  trans- 
portation. 

Mr.  Nelson.  There  is,  sir,  and  that  I  have  pointed  out,  and  Mr. 
Joe  Eastman  has  appointed  a  group  to  study  that  whole  question  of 
cross-hauling. 

The  Chairman.  We  are  going  to  ask  Mr.  Eastman  to  come  down 
and  give  us  a  dissertation  on  the  whole  subject.^ 

Senator  Mead.  One  of  the  biggest  bomber  manufacturers  in  the 
country  told  me  that  instead  of  allowing  him  to  finish  the  bomber 
at  his  plant  so  it  could  fly  away,  they  are  going  to  invest  in  thousands 
of  tons  of  steel  to  make  these  trailers,  thousands  of  pounds  of  rubber 
to  run  them  over  the  highway,  thousands  of  man-hours,  and  with  it  all, 
a  lag,  a  waste  in  time  from  the  time  the  bomber  parts  are  packed  up 
and  shipped  from  one  end  of  the  country  to  the  other,  to  the  time 
when  it  is  really  flown  off  the  ground. 

Mr.  Nelson.  Well,  sir,  our  organization  is  supposed,  in  the  origi- 
nal planning,  to  take  all  of  that  into  consideration  and  work  it  out, 
and  if  we  have  overlooked  it,  I  would  like  very  much  to  have  that 


1  See  Infra,  pp.  5199-5225,  for  tpstimony  of  Joseph  B.  Eastman,  Chairman,  I.  C.  C,  and 
Director,  OflSce  of  Defense  Transportation. 
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brought  to  my  attention  and  find  out  just  what  we  have  done  about 
it.     In  the  original  planning,  we  are  supposed  to  look  into  that. 

Senator  Mead.  I  believe,  as  you  said  in  the  beginning,  we  are  over 
the  hump  and  inside  of  2  or  3  months  we  will  have  swamped  every 
facility  in  the  country,  the  railroads,  the  highways,  the  ships  and 
everything  else,  to  haul  the  material  of  the  industries  to  the  battle 
fronts.     That  will  be  our  problem — shipping. 

Mr.  Nelson.  That  is  right. 

Senator  Mead.  So  it  occurs  to  me  that  if  you  had  a  Division  of 
Shipping,  they  might  prove  an  overall  agency  to  bring  these  recom- 
mendations and  these  orders  to  the  various  other  agencies  that  are 
involved  in  this  picture. 

Mr.  Nelson.  I  will  be  glad  to  survey  that  again  with  Mr.  Eastman. 
I  had  conceived  that  as  his  job  and  had  taken  up  with  him  this  ques- 
tion of  the  cross-hauling,  the  elimination  of  unnecessary  hauling, 
becau.^e  I,  with  you,  share  a  grave  apprehension  of  the  ability  of  our 
shipping  facilities. 

Senator  Mf^d.  But,  of  course,  Eastman  would  have  no  authority  to 
tell  that  airplane  manufacturer  to  finish  the  job  at  his  plant  and  fly 
the  plane  away. 

Mr.  Nelson.  No;  but  once  he  points  it  out  to  us,  we  would  have  the 
authority  to  do  that;  and  he  is  doing  the  studying  of  it,  of  course. 

Senator  Mead.  That  recommends  the  need  of  a  sort  of  get-together 
agency  where  the  various  men  in  charge  of  shipping  and  transporta- 
tion could  get  together  and  discuss  the  problem. 

Mr.  Nelson.  I  think  you  have  pointed  out  a  thing  there  perhaps 
that  we  haven't  given  enough  attention  to  on  our  own  part.  I  have 
conceived  that  as  being  the  job  of  this  Division  of  Transportation, 
to  point  out  to  us  places  where  shipping  could  be  improved  through 
either  change  in  facility,  changes  in  sources  of  supply,  elimination 
of  unnecessary  movements  of  goods — and  they  have  a  skilled  trans- 
portation organization  and  they,  of  course,  point  them  out  to  us. 
I  think  what  I  will  do,  following  that  suggestion  of  yours,  is  to  ap- 
point a  group  that  will  work  directly  with  those  studying  the  problem 
so  we  can  coordinate  it  faster  than  we  would  otherwise. 

Senator  Mead.  The  delivery  of  airplanes  without  the  necessity 
of  packing  them  into  crates,  using  ships,  has  been  refined  in  some  of 
the  countries:  the  use  of  emergency  tanks;  the  use  of  carriers  for 
fueling  stations,  and  various  other  devices ;  temporary  airports.  All 
this  has  conspired  to  eliminate  shipping  and  to  set  it  aside  for  some- 
thing else. 

Where  a  man  who  is  a  manufacturer  can  also  assemble  his  plane, 
he  ought  to  be  allowed  to  do  it.  To  manufacture  it  in  one  section 
of  the  country  and  ship  it  all  over  the  country  for  assembly  else- 
where probably  is  a  waste  of  transportation,  and  in  view  of  the 
fact  that  that  is  going  to  be  the  great  problem  in  the  very  immediate 
future,  it  seems  to  me  that  Ave  ought  to  put  all  the  thought  and  the 
attention  we  possibly  can  on  it. 

Mr.  Nelson.  I  think  you  have  pointed  out  a  point  that  we  ought  to 
emphasize  a  great  deal  more,  Mr.  Senator,  and  I  will  set  it  up  right 
away  and  work  in  cooperation  with  Mr.  Eastman's  group. 
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Senator  Wallgken.  Mr.  Nelson,  along  that  same  line,  what  part 
does  your  organization  play  in  the  choice  of  plant  sites? 

Mr.  Nelsoj^t.  We  have  a  Plant  Site  Board  that  is  made  up  of  people 
from  various  branches  of  W.  P.  B.  and  of  the  Army  and  the  Navy 
who  work  constantly  on  that  question  of  the  selection  of  plant  sites. 

Senator  Wallgren".  They  give  considerable  thought  to  the  avail- 
ability of  labor,  I  suppose. 

Mr.  Nelson.  The  availability  of  labor,  sir,  the  availability  of  power, 
transportation,  housing,  other  facilities  that  may  be  needed,  and  only 
in  very  exceptional  cases  do  they  allow  a  site  to  go  in  some  place 
where  those  things  are  all  needed.  Occasionally  you  have  to  clo  it. 
Speed  is  one  of  the  primar}^  things  in  this  whole  program. 

Senator  Wallgren.  We  have  heard  some  comjDlaints  about  plants 
being  erected  in  outlying  spots,  causing  a  transportation  problem  to 
and  from  those  plants,  and  we  have  heard  that  criticism  directly  from 
people  who  were  going  to  operate  the  plants  themselves. 

Mr.  Nelson.  Of  course,  that  is  true,  and  when  plant  sites  were 
originally  selected,  that  was  not  such  a  problem,  because  it  was  not 
conceived  that  there  would  be  a  public  problem  as  grave  as  that 
which  we  face  today.  But  aside  from  that,  even  if  it  had  been,  many 
of  tliese  plants  have  to  be  located  out  because  of  some  reason — for 
water  or  power  facilities,  or  to  be  away  from  a  community  in  the 
case  of  powder  plants  and  bag  loading,  and  other  things.  They  have 
to  be  outside  the  community.  I  don't  know  of  many  cases,  sir,  where 
that  has  been  overlooked  and  those  considerations  haven't  all  been 
taken  into  account  in  any  large  site. 

Senator  Wallgren,  We  can  say,  then,  that  the  responsibility  for 
the  choice  of  a  plant  site  is  in  3'our  organization? 

Mr,  Nelson.  That  is  right,  sir,  and  we  can  be  held  strictly  ac- 
countable if  a  plant  site  is  put  in  a  place  where  it  should  not  be. 

Mr.  Fulton.  I  noted  your  reference  to  the  fact  that  in  the  past  you 
have  been  working  on  rather  an  extensive  program,  whereas  now  it 
is  going  to  be  largely  an  intensive  one,  and  that  really  means,  does 
it  not,  that  you  are  entering  into  a  very  important  phase  of  your 
work  that  I  should  think  would  be  most  difficult  of  accomplishment? 

Mr.  Nelson.  Of  course,  we  are  now  reaching  the  very  difficult  part 
of  our  work  because  we  are  reaching  almost  the  physical  limit  of  our 
economy  to  handle  the  program;  and  I,  sir,  for  one,  am  trying  to 
force  it  up  to  the  physical  liimt  and  even  beyond,  realizing  the 
urgency  of  the  situation. 

Mr.  Fulton.  And  these  directives  that  you  have  arranged  with  the 
Army  and  the  Navy  are  intended  to  enable  you  to  agree  on  a  united, 
single  program  that  is  capable  of  being  carried  out  to  get  the  most 
that  the  country  is  able  to  give? 

Mr.  Nelson.  That  is  right,  sir. 

Mr.  Fulton.  And  the  difficulty,  as  I  would  see  it,  is  that  as  it  grew 
up  in  the  past,  there  were  perhaps  20  or  30  programs  which  there 
was  an  attempt  to  unify  but  which  largely  grew  up  as  individual 
programs  for  individual  things,  such  as,  say,  tanks  or  airplanes,  Navy 
ships  or  ships  for  maritime,  and  all  the  other  things  that  we  have 
in  the  program. 

Mr.  Nelson.  It  is  very  necessary  for  us  today,  in  this  intensive 
stage,  to  consider  each  one  in  relation  to  the  other.  For  example, 
there  is  just  so  much  steel-plate  capacity.     Let's  say  at  the  present 
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time  it  is  in  the  neighborhood  of  850,000  tons.  That  steel  plate  is 
used  for  merchant  shipping,  it  is  used  for  combat  ships,  it  is  used  for 
auxiliary  craft  of  all  kinds,  it  is  used  for  repairs  to  battleships,  it  is 
used  for  tanks,  it  is  used  for  locomotives,  it  is  used  for  synthetic 
rubber,  it  is  used  for  100-octane  gas,  and  it  appears  in  other  places 
in  all  kinds  of  forms.  It  becomes  essential  that  each  month  we  view 
the  program  of  steel  plate  as  to  where  it  will  go  in  order  that  it  does 
the  most  good  at  that  particular  time  and  there  may  be  changes  and 
switches  in  it.  At  present,  merchant  shipping  should  get  the  No.  1 
use  of  steel  plate.  Shipping  is  our  very  big  problem.  Then  on  down 
the  line.  I  don't  want  to  discuss,  naturally,  all  of  the  relations  of  one 
part  of  the  program  to  the  other  in  public,  but  each  one  of  these 
things,  each  material,  becomes  a  question  of  selection  as  to  where 
it  goes  in  order  that  it  can  do  the  most  good.  Machine  tools  must 
be  selected  so  that  they  go  into  the  part  of  the  program  that  must 
come  up,  and  the  whole  thing  must  be  viewed  as  a  whole  to  come 
out  as  a  whole  rather  than  come  out  in  individual  parts. 

Mr.  Fulton.  And  that  is  the  reason  you  have  worked  out  this  set-up 
of  having  a  unified  decision  on  that  with  all  of  the  agencies  involved? 

Mr.  Nelson.  That  is  right,  sir. 

ISIr.  Fulton.  Which  may  very  well  give  us  the  greatest  possible 
efficiency  and  yet  it  would  be  a  mistake  on  our  part  to  assume  that 
there  was  any  error  in  the  program  because  individual  parts  of  the 
program  had  to  be  curtailed. 

Mr.  Nelson.  That  is  right,  sir,  because  you  will  find  as  we  go 
along,  it  is  going  to  be  necessary  to  curtail  parts  of  the  program 
and  let  something  else  go  ahead.  For  example,  at  the  present  time, 
four-engine  bombers  are  more  important  tlian  any  other  type  of  air- 
craft. They  can  fly  away  under  their  own  power.  Until  we  can 
huilcl  up  our  engine  production  to  take  that  additional  production 
which  the  frame  plants  liave  found  they  can  produce,  something 
will  have  to  stand  aside.  A  plant  that  was  built  to  produce  50  four- 
engine  bombers  a  month  now  finds,  having  learned  how  to  do  the 
job  better,  having  learned  how  to  handle  the  labor,  to  simplify  the 
number  of  operations,  reduce  the  number  of  man-hours,  that  they 
can  build  many  more  than  the  50.  I  don't  know  what  the  limit  of  one 
of  those  may  be,  but  it  becomes  necessary  for  us  to  bring  all  the  other 
parts  into  synchronization  with  that  increased  production,  and  when 
we  haven't  got  everything  to  supply  all  of  them,  we  may  have  to 
hold  back  one  while  we  let  another  go  ahead. 

One  type  of  plane  today  may  be  more  important  than  any  other 
for  strategic,  tactical  reasons.  That  is  set  up  by  the  Army  and  the 
Navy.  They  must  determine  from  a  strategy  standpoint  what  they 
want.  We  will  never  take  any  part  in  that  except  when  a  conflict 
occurs  between  the  three  services,  the  Army  or  Navy  or  the  Maritime, 
somebody  has  to  be  the  umpire  as  to  which  one  goes  forward  at  the 
expense  of  the  other. 

Mr.  Fulton.  But  until  the  State,  War,  and  Navy  Departments 
inform  you  pretty  much  what  they  want  and  where  they  are  going 
to  act,  and  how,  you  are  in  something  of  a  quandary  as  to  exactly 
which  of  the  several  competing  defense  weapons  shall  be  effective 
in  a  go-ahead  schedule  for  exceedingly  scarce  material  ? 

Mr.  Nelson.  Yes.  sir;  but  the  great  importance  of  this  document 
is  that  we  know  at  all  times  now — we  do  know — what  the  program  is 
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and  what  tlieir  plans  are,  and  they  are  discussed  well  in  advance,  so 
that  we  are  at  all  times  informed  today. 

Mr,  Fulton.  Then  I  was  thinking,  in  this  statement  you  are  go- 
ing to  give  us,  you  probably  would-  give  some  attention  to  the 
reasons  why  something  like  plate  steel,  which  it  appears  now  by 
hindsight  was  so  obviously  important,  was  so  long  delayed  in  the 
construction  of  neAV  steel  facilities. 

Mr.  Nelson.  Yes,  sir ;  I  will  be  glad  to  do  that. 

Mr.  Fulton.  Because  it  raises  again  the  question  of  dollar-a-year 
men,  and  we  do  know  that  many  steel  men  were  taking  the  position 
not  so  very  long  ago  that  there  couldn't  be  a  steel  shortage. 

Mr.  Nelson.  Well,  may  we  discuss  that  when  I  give  you  the  whole 
report?  You  are  getting  now  into  a  long  discussion  as  to  whether 
that  was  the  fault  of  the  steel  men  or  Army  or  Navy  men,  or  all  kinds 
or  types  of  men,  or  Congress,  or  the  ability  of  any  of  us  to  see  what 
the  extent  of  this  program  was  going  to  be.  I  mean,  there  are  a 
lot  of  factors  that  enter  into  that. 

Mr.  Fulton.  I  just  wanted  to  suggest  the  problem. 

Mr.  Nelson.  Could  you  or  anybody  have  anticipated  a  year  ago 
that  Japan  was  going  to  attack  Pearl  Harbor?  Those  things  are 
questions  you  have  to  consider.  It  is  not  some  one  person's  fault. 
It  is  a  set  of  circumstances,  and  I  shall  be  very  glad  to  discuss  the 
whole  phase  of  it  with  you,  show  you  what  has  been  done,  whether 
it  was  done,  and  why  it  hadn't  been  done  befpre,  and  all  about  it. 

Mr.  Fulton.  I  just  wanted  to  indicate  the  problem.  Steel  is  only 
one  of  8  or  10  similar  ones. 

Mr.  Nelson.  That  is  right,  sir. 

The  Chairman.  Thank  you,  Mr.  Nelson.  We  will  expect  you  to 
come  back  at  a  day  to  be  set  within  the  next  2  or  3  weeks,  and  finish 
this  discussion.^ 

Mr.  Nelson.  We  will  proceed  with  all  expedition,  and  if  you  will 
just  tell  Mr.  Locke  the  things  that  you  want  to  be  sure  are  covered 
in  that,  we  will  be  glad  to  see  that  they  are  covered. 

The  Chairman.  And  we  will  give  you  all  the  time  you  need.  If 
you  want  to  make  it  a  month  instead  of  2  or  3  weeks,  that  will  be 
entirely  satisfactory  to  the  committee. 

Mr.  Nelson.  And  may  I  ask  whether  our  liaison  is  satisfactory  to 
you. 

The  Chairman.  Entirely  satisfactory. 

The  committee  will  recess  until  10 :  30  tomorrow  morning  when  we 
will  hear  a  case  of  lobbying. 

(Whereupon,  at  12:23  p.  m.,  the  committee  recessed  until  10:30 
a.  m.,  Wednesday,  April  22,  1942.) 

1  See  infra,  pp.  5227-5247,  for  further  testimony  of  Donald  M.  Nelson. 
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WEDNESDAY,   APRIL   22,    1942 

United  States  Senate, 
Special  Committee  Investigating 

the  National  Defense  Program, 

Washington^  I)>.  C. 

The  committee  met  at  10 :  35  a.  m.,  pursuant  to  adjournment  on 
Tuesday,  April  21,  1942,  in  Room  318,  Senate  Office  Building,  Senator 
Harry  S.  Truman  presiding. 

Present:  Senators  Harry  S.  Truman  (chairman),  James  M.  Mead, 
Joseph  H.  Ball,  and  Ralph  O.  Brewster. 

Present  also:  Mr,  Hugh  A.  Fulton,  chief  counsel;  Mr.  Charles  P. 
Clark,  associate  chief  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Alley,  will  you  be  sworn,  please?  Do  you  solemnly  swear 
to  tell  the  truth,  the  whole  truth,  and  nothing  but  the  truth  in  the 
testimony  you  are  about  to  give  before  this  committee,  so  help  you 
God? 

Mr.  Alley.  I  do. 

The  Chairman.  Mr.  Alley,  will  you  be  seated  there  in  the  chair 
and  give  your  full  name  and  connections  to  the  reporter  for  the 
benefit  of  the  record  ? 

TESTIMONY  OP  HAYFOED  W.  ALLEY,  ATTORNEY,  NEW  YORK,  N.  Y.^ 
negotiations  of  rayford  w.  alley  with  engineers'  group,  inc. 

Mr.  Alley.  Rayford  W.  Alley.  I  am  a  lawyer,  30  Broad  Street, 
New  York  City.  I  have  been  a  member  of  the  bar  for  25  years  in 
New  York. 

Mr.  Fulton.  Mr.  Alley,  would  you  just  tell  us  in  your  own  words 
the  nature  of  the  transactions  that  you  have  had  with  Engineers' 
Group,  Inc.,  or  with  James  Fuller,  starting  with  the  first  meeting 
with  the  first  individual  and  going  through  chronologically  to  the 
present  time? 

Mr.  Alley.  I  have  represented  a  man  by  the  name  of  Simmons 
for  over  20  years.  In  fact,  he  was  my  first  client.  Mr.  Simmons 
had  negotiations  about  an  aluminum  deal.  Mr.  George  Eichelberger, 
a  lawyer  in  New  York,  rented  a  room  in  my  suite  in  May  1941.  Mr. 
Eichelberger  knew  about  this  aluminum  deal.  He  and  Tom  Simmons 
and  I  came  to  Washington  toward  the  latter  part  of  June  or  early 
part  of  July,  where  we  had  some  negotiations  about  this  deal.  I  went 
on  back  to  New  York,  but  Mr.  Simmons  and  Mr.  Eichelberger  re- 
mained in  Washington.     A  few  days  later,  Mr.  Eichelberger  intro- 

*  In  connection  with  Mr.  Alley's  testimony  see  also  his  letter,  dated  May  11,  1942,  which 
appears  in  the  appendix  on  p.  5404. 
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duced  Mr.  Fuller  to  Mr.  Simmons.  Mr.  Simmons,  within  a  day  or 
two,  telephoned  me  and  asked  me  what  I  knew  about  Mr.  Fuller  and 
the  Engineers'  Group. 

Mr.  Fulton.  Now,  with  respect  to  Mr.  Fuller,  you  have  since  learned 
recently  of  his  criminal  record  and  past  associations? 

]\Ir.  Alley.  I  only  learned  that,  I  think  it  was  in  February,  from 
Donald  Wakefield  Smith. 

The  Chairman.  Who  is  Donald  Wakefield  Smith? 

Mr.  Alley.  He  was  the  treasurer  of  this  company  during  the  months, 
I  think,  of  January  and  February. 

Mr.  Fulton.  That  is  Engineers"  Group  ? 

Mr.  Alley.  Yes. 

Mr.  Fulton.  And  he  is  the  former  Labor  Board  man,  I  presume. 

Mr.  Alley.  I  understand  he  is.  I  asked  Mr.  Simmons  who  was  in 
the  group,  and  he  told  me  that  Mr.  Kobert  Thach  was  counsel.  I  told 
him  that  I  had  known  Bob  Thach  for  over  20  years ;  we  had  been  to 
college  together,  and  that  he  was  an  honorable  and  able  man. 

Mr.  Fulton.  He  is  an  attorney  of  very  high  reputation  ? 

Mr.  Alley.  Yes.  Mr.  Simmons  then  asked  me  to  meet  him  in  New 
York  Saturday  morning  about  the  8th  or  10th  of  July,  and  there  I  met 
Mr.  Fuller  for  the  first  time.  My  testimony  the  other  day  was  incor- 
rect, having  met  him  in  Washington.  I  met  him  at  the  Sherry- 
Netherland  Hotel. 

Mr.  Fulton.  Who  introduced  him  ? 

Mr.  Alley.  Mr.  Simmons  and  Mr.  Eichelberger,  who  was  present. 
We  continued  the  negotiations  in  New  York,  Mr.  Simmons  and  I,  on 
the  aluminum  deal  for  several  days  and  then  adjourned  to  Washing- 
ton, and  an  agreement  was  signed  on  the  17th  day  of  July  1941.  That 
afternoon  I  ctilled  on  Mr.  Thach  at  his  office  and  asked  him  whether 
this  group  which  had  been  mentioned  by  Mr.  Fuller  was  a  genuine 
group,  whether  they  could  qualify  to  enter  a  syndicate  which  might 
involve  anywhere  from  a  million  to  two  and  a  half  million  dollars,  and 
he  said  he  "thought  they  could.  I  asked  him  about  Engineers'  Group. 
He  told  me  that  he  was  counsel,  that  Governor  Curley  was  president^ 
that  a  man  whom  he  did  not  know  but  whom  he  had  heard  about  by 
reputation,  Mr.  Everett  Hurt,  was  treasurer,  and  that  these  men  whose 
names  had  been  mentioned  to  form  this  syndicate  were  responsible  men. 
He  told  me  tliat  he  had  not  met  them  up  to  that  time. 

Thereupon,  we  continued  serious  negotiations  with  Mr.  Thach  and 
Mr.  Fuller  respecting  this  aluminum  deal  over  a  period  of  6  weeks. 
Proposals  and  counterproposals  were  made,  but  the  deal  failed  along 
about  September  1,  primarily,  in  my  opinion,  because  of  the  tax  situa- 
tion, the  question  of  purchasing  stock  or  purchasing  assets.  We  had 
made  a  careful  check  on  the  names  of  the  members  of  the  syndicate 
and  found  that  they  were  worth  many  times  the  amount  of  their  par- 
ticipation, and  the  deal  did  not  fail,  in  my  opinion,  because  these  men 
did  not  qualify.  There  were  negotiations  later  about  a  revision  of  the 
deal,  and,  in  fact,  negotiations  are  still  going  on,  but  naturally  not 
with  that  syndicate  that  Mr.  Fuller  provided. 

About  the  middle  of  July,  Mr.  Fuller  spoke  to  me  about  the  hous- 
ing shortage  in  Washington  and  said  that  he  had  some  good  con- 
tracts to  give  out  to  contractors.  I  introduced  him  to  Mr.  Haskel 
of  the  firm  of  Schweers  &  Smith  in  New  York.     Mr.  Haskel  and 
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Mr.  Smith  came  to  Washington  and  spent  10  days  or  so  with  Mr. 
Fuller  and  entered  into  a  contract. 

Mr.  Fulton.  Did  you  tell  Mr.  Haskel  anything  about  Engineers' 
Group  or  those  connected  with  it? 

Mr.  Alley.  I  told  him  to  make  his  own  investigation.  I  didn't 
know  the  kind  of  business  they  were  doing  as  contractor,  but  I  told 
him  that  they  had  a  very  fine  lawyer  and  that  I  thought  that  any 
company  with  which  Mr.  Thach  was  connected  would  be  all  right. 

During  our  negotiations  on  the  aluminum  deal,  I  insisted  upon 
meeting  some  of  the  proposed  syndicate  members.  I  was  introduced 
to  Mr.  Henry  Holt  as  a  director  of  Engineers'  Group  and  a  member 
of  this  syndicate,  and  we  discussed  it  for  a  few  moments  at  the 
Mayflower  Hotel. 

Mr.  Fulton.  Who  was  he? 

IVIr.  Alley.  He  was  reported  to  me  to  be  vice  president  and  direc- 
tor of  the  Bohn  Aluminum  &  Brass  Co.  of  Detroit,  Mich. 

Mr.  Fulton.  And  he  was  introduced  to  you  as  director  of  Engi- 
neers' Group? 

Mr.  Alley.  Yes. 

On  September  4,  1941,  Mr.  Fuller  brought  Governor  Curley  to  my 
office  in  New  York  and  he  was  introduced  to  me  as  president  of 
Engineers'  Group.  We  discussed  the  proposed  aluminum  deal  and 
Governor  Curley  expressed  the  opinion  that  this  syndicate  could 
perform  if  we  could  make  a  satisfactory  deal  on  the  other  side. 

Mr.  Fulton.  Was  Governor  Curley  a  member  of  the  syndicate  ? 

Mr.  Alley.  Yes. 

Mr.  Fulton.  What  was  to  be  his  interest  in  the  syndicate? 

Mr.  Alley.  As  I  recall  it,  as  I  told  you  this  morning,  I  didn't 
bring  down  my  Kalunite  file.  I  didn't  know  it  was  going  to  be  on 
that,  but  I  think  there  were  to  be  five  members  of  the  syndicate,  with 
a  total  underwriting  of  a  million  dollars.  I  don't  know  what  their 
participation  between  themselves  was. 

Mr.  Fulton.  Was  Mr.  Fuller  present  at  that  conference? 

Mr.  Alley.  Mr.  Fuller  brought  Governor  Curley  to  my  office  in 
New  Yorlv  on  September  4.  Later  I  saw  the  Governor  a  couple  of 
times  at  the  Mayflower  Hotel  and  he  asked  me  how  we  were  getting 
along  and  just  passed  the  time  of  day.  Those  are  the  only  times  I  saw 
the  Governor. 

Mr.  Fulton.  Did  you  ever  have  any  talk  with  the  Governor  about 
Mr.  Fuller? 

Mr.  Alley.  No. 

Mr.  Fulton.  Did  he  say  anything  about  any  prior  acquaintance 
with  Mr.  Fuller? 

Mr.  Alley.  No. 

Mr.  Fulton.  Do  you  know  how  he  met  Mr.  Fuller? 

Mr.  Alley.  I  do  not. 

Mr.  Fulton.  When  you  saw  the  Governor  in  the  Mayflower  Hotel, 
was  that  a  room  of  his  or  of  someone  else's? 

Mr.  Alley.  I  saw  him  in  the  lobby  and  in  the  dining  room  on  two 
different  occasions. 

Along  about  September  22 — make  that  September  18 — my  clients, 
Mr.  Haskel  and  Mr.  Smith,  were  lunching  witli  me  in  New  York. 
Another  contractor  by  tlie  name  of  La  Kocca  came  to  see  me  and  was 
sent  over  to  the  restaurant.     He  came  in  and  met  Mr.  Haskel  and 
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Mr.  Smith.  Mr.  Haskel  and  Mr.  Smitli  were  enthusiastic  about  their 
contracts  wliich  they  had  obtained  through  Engineers'  Group  in  Alex- 
andria, Va.  Mr.  La  Rocca  comphiined  to  me  because  he  has  been  a 
client  of  mine  for  20  years,  that  I  hadn't  told  him  about  the  possi- 
bility of  getting  contracts  in  Washington. 

Mr.  Fulton.  Are  these  defense  housing  contracts? 

Mr.  Alley.  Yes. 

Mr.  Fulton.  That  is  private  contracts  insured  through  the  F.  H.  A.  ? 

Mr.  Alley.  Yes. 

So  he  discussed  the  matter  with  Mr.  Haskel  and  Mr.  Smith,  and 
someone  said  that  Mr.  Fuller  would  be  in  New  York  tomorrow,  and  an 
appointment  was  made  for  Mr.  La  Rocca  to  see  Mr.  Fuller.  A  few 
days  later  Mr.  La  Rocca  asked  me  to  be  present  to  represent  him  at  a 
conference  at  the  office  of  INIr.  William  Walsh,  an  attorney,  at  295  Mad- 
ison Avenue.  Mr.  La  Rocca  had  interested  another  contracting  firm 
headed  by  his  brother,  which  firm  was  represented  by  Mr.  Walsh.  The 
discussion  was  held  about  these  contracts.  I  think  Mr.  Fuller  was 
present,  or  had  been  present  in  the  meeting  prior  to  the  time  I  got 
there.  They  asked  me  what  I  knew  about  Engineers'  Grouj)  and  Mr. 
Fuller,  and  I  told  them.  I  said  that  "This  is  a  business  matter  for  you 
all  which  I  don't  know  about,  and  I  think  I  should  make  some  investi- 
gation before  we  go  further."  I  thereupon  asked  for  a  check  through 
a  bank  in  New  York,  and  the  report  that  came  back  was  not  particularly 
good.    It  was  neither  good  nor  bad. 

Mr.  Fulton.  Before  you  asked  that,  did  you  say  anything  about 
knowing  any  of  the  associates  in  this  Engineers'  Group  and  about 
anything  that  they  had  told  you  ? 

Mr.  Alley.  Yes.  I  told  them  that  1  had  known  Mr.  Fuller  there  for 
6  weeks,  that  he  had  produced  a  syndicate  of  responsible  men  for  an- 
other deal.  I  told  them  about  my  acquaintance  with  Mr.  Thach  and 
my  high  regard  for  him. 

Mr.  Fulton.  Did  you  tell  them  what  Mr.  Tliacli  had  told  you  about 
his  connection  with  the  company? 

Mr.  Alley.  Yes. 

Mr.  Fulton.  What  was  that  ? 

Mr.  Alley.  I  told  them  that  Mr,  Thach  was  a  director,  secretary, 
stockholder,  and  counsel. 

Mr.  Fux,T0N.  That  he  had  told  you  that  ? 

Mr.  Alley.  No  ;  I  don't  think  he  had ;  I  think  Mr.  Fuller  had  told 
me. 

Mr.  Fulton.  Didn't  you  tell  me  in  New  York  that  he  told  you  that? 

Mr.  Alley.  That  was  later. 

Mr.  Fulton.  I  see.    He  told  you  that  at  a  later  time. 

Mr.  Alley.  He  told  me  that  at  a  later  date.  So  when  I  got  this 
bank  report,  I  telephoned  Mr.  Thach  and  asked  him  about  it,  and  he 
said  that  he  understood  that  Mr.  Simmons  had  been  informed  by 
Fuller  that  he  was  a  director  and  secretary,  but  that  he  was  not  a 
director.  He  said,  "I  wnll  be  interested  in  finding  out  wherein  the 
bank  report  is  not  good."  So  I  sent  him  a  telegram  copy  of  which 
I  have.    Shall  I  put  it  in  the  record? 

Mr.  Fulton.  Yes.  You  mean  your  telegram  of  September  22, 
1'941? 

IVIr.  Alley.  Yes. 

The  Chairman.  Yes ;  put  it  in  the  record.    Read  it  into  the  record. 
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Mr.  Alley.  Telegram  dated  September  22,  1941. 

Mr.  Robert  G.  Thach, 

Woodward  Building,  Washington,  D.  C. 
Fuller  insists  sums  paid  over  Engineers  Group  upon  their  agreement  re- 
fund if  contracts  not  satisfactory.  Told  Fuller  I  would  deposit  money  in 
escrow  in  his  bank.  This  not  satisfactory  to  Fuller.  Cannot  advise  my  clients 
put  up  money  without  knowing  full  responsibility  Engineers  Group.  Confi- 
dentially their  bank  check  through  bank  not  good.  Fuller  told  me  you  were 
counsel,  secretary,  stockholder,  and  director.  My  clients  want  to  do  business. 
Following  my  talk  with  you  Friday  my  clients  placed  me  in  funds  proceed  to 
Washington  today.  Will  come  down  anyway  tomorrow.  Frank  Eichelberger 
in  Washington. 

(Signed)     Rayford  W.  Alley. 

(The  telegram  referred  to  was  marked  "Exhibit  No.  500"  and  ap- 
pears in  full  text  above.) 

Mr.  Fulton.  Now,  first  with  respect  to  this  money,  why  would  you 
be  putting  up  some  money  with  Engineers'  Group,  anyhow  ? 

Mr.  Alley.  Mr.  Fuller  explained  that  in  connection  with  what 
he  called  processing  of  these  loans  through  the  F.  H.  A.,  that  the 
sponsoring  corporation  which  Engineers'  Group  would  arrange  or  in 
this  case  had  arranged,  would  have  to  spend,  I  think  it  w^as,  $12  per 
house,  perhaps,  for  the  formal  commitment ;  they  would  have  to  have 
a  topographical  map  and  certain  engineers'  surveys,  and  he  said  that 
they  would  spend  far  more  than  this  advance,  as  a  matter  of  fact. 

Mr.  Fulton.  Let  us  understand.  Your  clients  were  contractors. 
They  were  interested  in  obtaining  a  contract  to  build  a  group  of 
defense  houses  that  would  be  privately  built  by  a  corporation  organized 
to  do  it. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  But  which  Avould  be  financed  through  the  F.  H.  A. 

Mr.  Alley.  The  mortgage,  yes. 

Mr.  Fulton.  Now,  the  F.  H.  A.  has  authority  to  finance  up  to 
90  percent  of  the  true  value  of  defense  housing. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  And  in  short,  the  proposition,  as  I  understood  it  from 
you,  was  that  the  contractor  would  take  a  contract  to  build  the  houses 
for  a  certain  sum  of  money. 

Mr.  Alij:y.  Yes. 

Mr.  Fulton.  Which  would  include  a  fee  for  profit  for  building. 

Mr.  Alley.  Yes ;  I  think  that  is  right. 

Mr.  Fulton.  And  now  this  proposal  was  that  a  part  of  that  fee 
or  profit  would  be  paid  to  this  Engineers'  Group. 

;^Ir.  Alley.  Which  in  tu.rn  would  be  used  to  provide  part  of  the 
money  on  the  10  percent  equity. 

Mr.  Fulton.  Yes;  but  let's  take  one  step  at  a  time.  The  money 
part  of  this  profit  to  the  contractor  which  the  contractor  purportedly 
anyhow  was  going  to  earn  for  building  the  houses  would  be  turned 
over  to  the  Engineers'  Group.  Now  what  was  the  Engineers'  Group 
giving  to  the  contractor  for  that  profit? 

Mr.  Alley.  In  the  first  place,  they  were  giving  him  a  contract 
guaranteeing  him  a  contract  or  they  would  refund  the  mone_y. 

Mr.  Fulton.  In  other  words — let's  take  that — they  were  guarantee- 
ing that  this  little  sponsored  corporation  that  was  to  be  organized  for 
the  purpose  of  building  the  houses  and  obtaining  the  F.  H.  A.  loan 

Mr.  Alley.  Yes. 
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Mr.  Fulton.  Would  give  a  contract  to  the  contractor  to  build  the 
houses  at  that  stipuhitecl  figure  with  that  amount  of  profit  involved  to 
the  contractor. 

Mr.  Alley.  Yes ;  well,  the  profit  wasn't  definite,  but  these  contrac- 
tors knew  their  business,  and  they  knew  what  this  type  of  house  could 
be  built  for. 

Mr.  Fulton.  Well,  then,  the  Engineers'  Group  were  receiving  part 
of  the  contractors'  profit. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  In  return  for  seeing  to  it  that  the  contractor  got  the 
contract  from  the  sponsoring  corporation. 

Mr.  Alley.  And  doing  all  the  detail  work  in  connection  with  proc- 
essing it  through  the  F.  H.  A.,  getting  the  permits,  getting  the  bank 
to  take  the  mortgage,  and  arranging  the  building  loan. 

Mr.  Fulton.  In  other  words,  the  Engineers'  Group  was  to  see  to  it 
that  it  was  taken  up  in  such  a  manner  with  the  F.  H,  A.  that 
the  F.  H.  A.  would  guarantee  the  mortgage  up  to  the  amount  that  was 
in  mind. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  And  the  sponsoring  group  itself,  the  sponsoring  cor- 
poration, was  a  corporation  organized  as  a  vehicle  to  build  the  sub- 
division, in  effect. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  What  assets,  if  any,  did  the  Engineers'  Group  put  into 
that  sponsoring  corporation  ? 

Mr.  Alley.  I  don't  know.  It  was  represented  to  us  on  each  of  these 
contracts  that  the  sponsoring  corporation  already  owned  the  land  and 
therefore  there  was  no  risk  in  putting  up  this  deposit  because  the  land 
was  worth  much  more  than  the  deposit. 

Mr.  Fulton.  The  deposit  wasn't  even  being  made  with  the  sponsor- 
ing corporation,  but  was  with  the  Engineers'  Group  ? 

Mr.  Alley.  The  first  contract  we  had  was  with  the  sponsoring 
corporation. 

Mr.  Fulton.  And  without  Engineers'  Group  even  agreeing  to  it? 

Mr.  Alley.  No. 

Mr.  Fulton.  Well,  then,  unless  you  looked  into  the  fact  to  find  out 
whether  the  sponsoring  corporation  in  fact  had  any  assets  at  all  in- 
putting up  your  money  you  were  taking  a  substantial  risk. 

Mr.  Alley.  Well,  we  didn't  think  so  because  of  the  other  checks 
that  I  made,  which  I  will  come  to,  on  Engineers'  Group. 

Mr.  Fulton.  Well,  now,  your  check,  however — I  am  just  develop- 
ing the  reason  you  were  interested  in  checking  Engineers'  Group  and 
the  connection  of  tlie  various  persons  said  to  be  associated  with  them — 
was  that  you  were  putting  up  cash  which  you  wouldn't  get  back  if  that 
turned  out  to  be,  say,  irresponsible  or  an  otherwise  bad  outfit.  And 
was  that  the  reason  you  had  in  mind  in  telegraphing  Mr.  Thach  for 
this  information? 

Mr.  Alley.  Yes ;  that  was  primarily  the  reason  ;  whether  they  would 
be  good  to  pay  back  the  money  if  a  satisfactory  contract  wasn't  deliv- 
ered within  a  stipulated  time. 

Mr.  Fulton.  In  other  words,  you  were  putting  up  the  money  to  get 
the  contract,  but  if  you  didn't  get  the  contract  you  were  to  get  your 
money  back. 

Mr.  Alley.  That  is  rijxht. 
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Mr.  Fulton.  And  you  wanted  to  know  whether  putting  it  up  di- 
rectly with  Engineers'  Group  instead  of  in  escrow  in  the  bank  would 
protect  you. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  Now,  what  reply  did  INIr.  Thach  send  you  with  respect 
to  that  inquiry  ? 

Mr.  Alley.  Keply  dated  September  23,  1941 : 

Rayford  Atj.ey, 

SO  Broad  Street,  New  York  City. 
Your  wire.  I  am  surprised  at  inforniatiou  you  received  from  bank  and  would 
be  interested  in  learning  in  what  respect  is  check  not  good.  I  am  counsel  stock- 
holder. Fuller  tells  me  he  wants  bid  for  Simmons.  I  was  also  secretary  and 
director  when  my  election  to  these  offices  was  contemplated.  However,  I  find 
I  was  never  so  elected  because  I  had  expressed  preference  not  be  an  officer 
and  director  and  at  same  time  counsel.  Am  confident  that  Fuller  and  Engi- 
neers' Group,  Inc.,  are  in  position  to  and  will  disfliarge  any  obligations  they  under- 
take, but  of  course  the  terms  of  this  or  any  other  engagement  of  their  services 
is  strictly  up  to  Jim. 

Mr.  Fulton.  Is  that  Jim  Fuller  ? 
Mr.  Alley.  Jim  Fuller. 

Suggest  you  phone  him  direct  today  as  I  do  not  wish  to  appear  to  attempt  to 
interfere  with  this  phase  of  his  business  although  on  account  my  personal  friend- 
ship with  you  will  nnturally  cooperate  to  fullest  extent  possible.  Hope  to  see  you 
later  today.     Regards. 

Robert  Thach. 

(The  telegram  referred  to  was  marked  "Exhibit  No.  501"  and 
ajDpers  in  fall  in  the  text  above.) 

Mr.  Fulton.  What  was  the  next  thing  you  did? 

Mr.  Alley.  About  that  same  day  I  received  a  wire  from  my  client, 
Simmons,  in  which  he  relayed  a  telegram  which  he  had  received  from 
Fuller,  asking  Simmons  to  become  a  director  of  Engineers'  Group. 
That  telegram  gave  a  financial  statement  of  Engineers'  Group.  Then 
I  came  to  Washington. 

Mr.  Fulton.  What  did  the  Engineers'  Group  purport  to  have  accord- 
ing to  that  telegram? 

Mr.  Alley.  Net  worth  of  about  $225,000,  as  I  recall  it.  I  haven't  it 
before  me.     Cash,  $63,000;  accounts  receivable,  $75,000. 

Mr.  Fulton.  In  your  subsequent  investigations  to  date  have  you 
found  that  it  ever  had  anything  like  those  sums? 

Mr.  Alley.  I  found  it  never  had  anything  except  the  money  that 
it  swindled  these  contractors  out  of. 

Mr.  Fulton.  Will  you  proceed? 

Mr.  Alley.  I  came  to  Washington  and  showed  this  telegram  to  Mr. 
Fuller  and  he  said,  "That  is  right,"  and  he  showed  me  a  Bradstreet's 
report.  It  was  on  Bradstreet's  stationery,  and  I  have  seen  lots  of 
Bradstreet  reports,  and  I  took  it  to  be  a  Bradstreet  report. 

Mr.  Fulton.  Was  it  ? 

Mr.  Alley.  Well,  I  have  my  doubts  now,  but  I  haven't  been  able  to 
verify  it. 

Mr.  Fulton.  You  don't  have  the  report  itself? 

Mr.  Alley.  No.  He  didn't  leave  it  with  me.  He  took  it  back. 
And  the  Bradstreet  report  was  substantially  as  he  had  reported  the 
figures  to  Simmons.  I  saw  a  Bradstreet  report  a  couple  of  weeks 
later,  you  will  recall,  Mr.  Fulton,  and  I  think  Mr.  Walsh  gave  it  to 
me,  which  was  substantially  the  one  I  saw  except  for  the  directors. 
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Well,  that  Bradstreet's  report  seemed  pretty  good  to  me,  but  still 
I  wanted  a  little  more  information  and  I  went  around  to  the  National 
Metropolitan  Bank.  I  had  been  informed  that  they  maintained  an 
account  there.  I  w^ent  into  the  bank  and  asked  for  an  officer  and  I 
saw  the  man  who  sits  on  the  right  as  you  go  in  the  door — I  have  for- 
gotten his  name.  I  asked  him  about  it.  He  told  me  that  the  account 
was  opened  in  May,  that  he  had  been  introduced  to  them  by  a  lawyer 
whom  they  had  known  for  many,  many  years  by  the  name  of  William 
Fitzgerald,  I  think,  and  I  said,  "Well,  who  are  the  officers?" 

"Well,  we  have  a  list  of  officers  and  directors  here.  Governor 
Curley,  president;  Mr.  Thach  was  reported  as  secretary;  Mr.  Everett 
Hurt  is  treasurer;"  and  the  directors  were  substantially  the  same  as 
the  ones  shown  on  that  report.  Do  you  want  me  to  give  the  names  of 
those  directors? 

Mr.  Ftjlton.  As  far  as  y<fu  know  them.  But  you  are  giving  this 
as  being  what  the  bank  told  you  that  they  understood  the  directors 
to  be?  _4 

Mr.  Alley.  Yes.  A  man  named  Bivins  from  Virginia;  a  man 
named  Holt  from  Detroit. 

Mr.  Fulton.  Did  you  ever  meet  either  of  those  gentlemen? 

Mr.  Alley.  Only  Mr,  Holt.    He  was  introduced  to  me  as  a  director. 

Mr.  Fulton.  Who  was  Mr.  Bivins? 

Mr.  Alley.  In  papers  that  Mr.  Fuller  submitted  to  me  he  was 
described  as  the  nominee  of  Mr.  L.  U.  Noland,  whom  we  had  occa- 
sion to  check  in  connection  with  the  other  deal  and  we  found  he  was 
one  of  the  wealthiest  men  in  Virginia.  The  paper  also  stated  that  he 
was  commonwealth  attorney  of  the  State  of  Virginia.  I  never  talked 
with  him. 

The  bank  said  that  their  account  there  had  run  in  the  middle  four 
figures.     I  said,  "Between  five  and  six  thousand  dollars?" 

He  said,  "Approximately."  He  said  that  they  had  met  their  checks; 
they  had  never  had  any  bad  checks;  that  they  had  not  borrowed 
money. 

I  said,  "What  sort  of  financial  check  have  you  got  on  these  men?" 
And  I  said,  "Governor  Curley,  for  example." 

""WelT,"  he  said,  "we  tried  to  get  a  check  on  Governor  Curley,  but 
we  couldn't."  He  says  that  is  not  unusual  in  the  case  of  politicians. 
He  said  that  they  had  kept  their  engagements,  had  not  tried  to  borrow 
money,  and  that  the  account  was  in  good  standing. 

I  then  went  back  to  the  hotel,  and  I  said,  "Fuller,  I  have  just 
been  to  the  bank  and  you  only  apparently  have  five  or  six  thousand 
dollars." 

"Well,"  he  said,  "you  don't  think  we  carry  all  our  money  in  one 
bank,  do  you?" 

I  said,  "Your  statement  shows  over  $60,000." 

He  said,  "We  have  accounts  with  the  Pilgrim  Trust  Co.  in  Boston, 
and  some  bank  in  Providence,  and  another  bank  in  Washington." 

Well,  my  client.  La  Rocca,  had  arrived  at  the  hotel  and  I  reported 
all  this  to  him.  His  associate,  who  was  really  putting  up  the  money, 
had  arrived  with  his  lawyer,  Mr.  Walsh,  and  they  sat  around  the 
hotel  in  my  room  all  that  day  and  went  over  the  details.  They  were 
supposed  to  know  the  housing  contract,  supposed  to  know  what  the 
F.  H.  A.  was  giving;  they  checked  and  had  an  estimator  with  them. 
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They  checked  some  subcontract  bids  on  certain  work  such  as  excava- 
tion and  foundation  work,  and  they  figured  that  they  could  make 
$150,  possibly  $250,  a  house.  They  were  very  anxious  to  take  the 
contract.  All  the  discussions  up  to  that  time  were  on  the  basis  of 
one  contract  with  the  Cumberland  Properties,  Inc.,  in  Maryland, 
which  it  was  stated  had  been  incorporated  and  of  which  Admiral 
Riggs  was  president  and  a  man  named  Newcomb  secretary  and 
treasurer. 

Mr.  Fulton.  This  was  what  you  were  calling  a  few  minutes  ago 
the  sponsoring  corporation? 

Mr.  Alley.  Yes ;  that  was  the  sponsoring  corporation. 

Mr.  FiTLTOx.  Organized  actually  to  enter  into  a  contract  to  build 
houses  which  would  be  insured  by  the  F.  H.  A.  ? 

Mr.  Alley.  Mr.  Fuller  explained  that  they  owned  the  land  there  at 
Cumberland  and  that  it  cost  $20,000,  and  that  it  was  no  risk  on  this 
$3,200  deposit. 

Mr,  Fulton.  The  $3,200  was  the  portion  of  the  profit  of  the  contrac- 
tor which  the  contractor  was  to  deliver  to  Engineers'  Group? 

Mr.  Alley.  Yes, 

Mr.  Fulton.  In  exchange  for  its,  in  effect,  contractual  guaranty 
to  get  the  contract  for  the  contractor. 

Mr.  Alley.  And  those  other  things. 

Senator  Ball.  It  was  the  contract  for  how  many  houses? 

Mr.  Alley.  I  think  I  have  the  contract  here ;  I  don't  remember.  I 
think  it  was  on  the  foundation  and  excavation  work  on  maybe  a  couple 
of  hundred  houses.  In  general,  Mr.  Fuller  explained  that  the  engi- 
neering fees  would  run,  depending  on  the  job,  from  20  to  30  percent 
of  the  contractor's  profit.  I  think  that  is  what  you  want  to  get  at.  Not 
only  would  the  contractor  put  up  this  initial  advance,  but  he  would 
pay  so  much  more  out,  and  he  would  get  more  later  on.  Since  these 
contractors  were  hungry,  they  were  willing  to  give  up  25  or  30  percent 
of  their  profit  if  they  could  get  contracts  and  get  to  work. 

Mr.  Fulton,  And  were  you  joined  in  the  evening  by  anyone  con- 
nected with  Engineers'  Group? 

Mr.  Alley.  Mr.  Walsh  was  convinced  that  this  was  a  good  deal,  not 
from  a  business  standpoint,  but  that  it  was  a  safe  deal  to  be  made  by 
his  clients.  I  said,  "Before  we  sign  up,  the  only  man  I  really  know  in 
this  group  in  whom  I  have  confidence  is  Mr.  Thach,  and  I  would  like 
to  see  if  we  can't  get  Mr.  Thach  over  here  and  have  all  of  you  talk  to 
him."  Mind  j'ou,  there  were  four  or  five  men,  two  contractors,  and  an 
estimator,  and  Bill  Walsh.  So  I  phoned  Mr,  Thach  and  he  came  over 
along  about  4  o'clock  and  remained  until  about  8  or  8 :  30. 

We  were  particularly  disturbed  about  being  able  to  get  our  money 
back,  the  responsibility  of  the  Engineers'  Group  if  this  didn't  go 
through,  Mr,  Thach  again  told  me  and  told  them  that  they  would  carry 
out  their  contracts,  Mr.  Thach  disclaimed  any  particular  knowledge 
of  the  details  of  this  work,  but  he  explained  to  me  that  other  con- 
tracts had  been  made  by  Engineers'  Group  where  for  one  reason  or 
another  performance  couldn't  be  had.  For  example,  there  was  an 
office  building  here  in  Washington  where  they  couldn't  get  priorities, 
and  the  company  had  returned  the  money.  He  said  there  would  be 
no  risk  in  putting  up  the  money. 

Mr.  Walsh  pointed  out  to  him  that  this  financial  statement  showed 
a  bank  balance  of  over  $60,000,  and  Mr.  Thach  told  him  that  he 


5112   INVESTIGATION  OF  THE  NATIONAL  DEFENSE  PROGRAM 

thought  that  that  was  easily  so,  that  they  had  been  making  a  lot  of 
money. 

Mr.  Fulton.  You  were  talking  to  him  as  counsel  and  stockholder 
of  the  company,  Engineers'  Group  ? 

Mr.  Alley.  As  counsel  and  stockholder  of  the  Engineers'  Group. 
He  came  over  there  for  that  purpose. 

I  don't  know  who  drew  the  contracts.  They  were  presented  by 
Fuller.  I  don't  think  Mr.  Thach  did.  But  the  reason  I  wanted 
Mr.  Thach  there  was  for  his  moral  backing  that  this  deal  would  be 
all  right. 

Mr.  Fui.T0N.  Did  your  clients  put  up  the  monej^? 

Mr.  Alley.  My  client  signed  the  first  contract  and  put  up  about 
$3,200,  and  then  during  the  day  there  had  been  some  discussion  about 
a  Norfolk  job  which  required  another  $3,200,  and  clients  were  hungry 
for  work  and  they  wanted  to  take  that  contract.  Be  it  stated  for 
Mr.  Fuller  that  Mr.  Fuller  said,  "This  is  a  new  experience  for  you. 
This  is  the  first  time  you  have  dealt  with  us.  I  don't  think  you 
ought  to  bite  off  more  than  you  can  chew."  He  said,  "I  think  you 
ought  to  be  satisfied  with  this  one  contract." 

Then  Fuller  got  me  out  of  the  room  and  I  said,  "I  don't  think  these 
boys  have  the  experience  and  backing  to  take  on  the  two  contracts." 

Mr.  Fulton.  But  ultimately 

Mr.  Alley.  Later  they  put  up  the  money  for  the  second  contract 
against  the  advice  of  Mr.  Walsh  and  myself. 

Mr.  Fulton.  Ultimately,  how  much  money  was  put  up  by  your  cli- 
ents, or  series  of  clients — that  is,  yours  and  Mr.  Walsh's  ? 

Mr.  Alley.  Well,  there  Avere  four  deals :  Schweers  &  Smith,  I  think 
they  are  out  $2,700;  Key  West  Corporation,  which  is  the  La  Roccas, 
$13,000,  plus  about  $2,000  of  expenses  in  connection  with  the  Detroit 
job  which  they  laid  out;  Joseph  Engineering,  $3,200;  and  then  An- 
thony C.  La  Rocca,  Inc..  a  note  of  $3,200,  which  Mr.  La  Rocca  got  out 
when  we  discovered  all  this  thing.    Mr.  La  Rocca  has  the  note  back. 

Mr.  Fulton.  A  total  of  between  twenty  or  thirty  thousand  dollars. 

Mr.  Alley.  About  $21,000. 

The  Chairman.  For  which  they  got  nothing. 

Mr.  Alley.  Schweers  &  Smith,  who  were  taken  in  like  all  of  us,  were 
very  enthusiastic  about  the  possibilities  of  this  work,  and  I  think  if  it 
hacln't  been  for  Schweers  &  Smith's  report  in  September  and  in  October 
and  in  early  November,  none  of  this  other  money  would  have  gone  in ; 
but  Schweers  &  Smith  carried  on  with  Engineers'  Group  and  when 
they  discovered  the  true  status  they  couldn't  believe  that  the  thing  was 
the  swindle  that  it  was.  They  carried  through  to  somebody  with  whom 
Engineers'  Group  was  dealing  in  Alexandria  Village,  and  they  have 
a  contract  and  are  now  building  houses  over  there.  I  think  they  have 
a  contract  for  150  houses. 

The  Chairman.  They  are  the  only  ones  who  got  a  contract  out  of  the 
whole  set-up  ? 

Mr.  Alley.  Yes. 

The  Chairman.  The  rest  of  them  got  swindled  ? 

Mr.  Alley.  Yes,  sir. 

Mr.  Fulton.  The  negotiations  depended  for  a  considerable  time 
on  these  contracts,  did  they  not  ?  I  mean,  when  did  you  finally  realize 
that  it  w\as  impossible  to  get  these  contracts? 
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Mr.  Alley.  All  these  contracts  provided  that  a  satisfactory  contract 
"would  be  forthcoming  in  3  weeks  or  30  days  or  the  money  refunded. 
They  were  extended  and  extended  down  until  around  the  first  of 
February. 

]\Ir.  Fulton.  In  other  words,  the  contract  negotiations  were  ex- 
tended until  they  broke  off  by  reason  of  Fuller's  leaving  the  country? 

Mr.  Alley.  Not  quite  that. 

Mr.  Fulton.  Are  you  aware  of  the  time  the  committee  started  its 
investigation  ? 

Mr.  Alley.  No. 

The  clients  didn't  want  their  money  back  because  they  had  spent 
time  and  money,  and  what  they  wanted  was  the  contract.  Mr.  Fuller 
would  come  to  New  York  and  explain  that  the  delays  in  this  were  due 
to  the  delays  in  F.  H.  A.  or  some  other  governmental  agenc3%  and  they 
believed  him.  But  on  December  9,  1941, 1  w^rote  Mr.  Thach  this  letter 
[reading  Exhibit  No.  502]  : 

My  Dear  Bob  :  I  am  getting  vei'y  much  perturbed  about  the  lack  of  perform- 
ance on  the  part  of  Engineers'  Group,  Inc.,  in  connection  with  certain  tenta- 
tive agreements  whicli  they  entered  into  with  several  clients  of  this  office. 
Most  of  these  contracts  you  are  familiar  with,  and  I  advised  my  clients  to  enter 
into  them,  relying  upon  you.  In  no  case  has  a  permanent  contract  been  sub- 
mitted, and  in  every  case  the  time  for  such  permanent  contracts  is  overdue, 
to  as  much  as  six  weeks,  and  one  as  much  as  three  months.  My  clients  are 
beginning  seriously  to  question  the  good  faith  of  Engineers'  Group  and  its  as- 
sociates. I  know  that  Jim  is  distributing  himself  all  over  the  lot  (meaning 
Fuller)  and  probably  has  entirely  too  much  to  do.     I  have  seen  no  one 

Mr.  Fulton  (interposing).  You  mean  by  that  that  you  had  heard 
of  some  of  his  other  negotiations,  or  what? 

Mr.  Alley.  I  called  JNIr.  Thach  on  the  telephone  and  he  said  that — 
"Jimmy  is  just  working  himself  to  death  night  and  day,  traveling  in 
airplanes — "  and  he  said — "He  is  on  some  big  deal  or  other  involving 
a  Russian  deal,  I  think — "  and  he  said — ^"As  soon  as  we  get  him  back 
Ixere  I  am  sure  he  will  go  ahead  with  this"  [continuing  to  read  Exhibit 
No.  502]  : 

I  have  seen  no  one  else  in  that  group  able  to  get  results  except  him,  but  it  just 
isn't  right  for  you  or  for  me  or  for  that  company  to  take  deposits  without  per- 
forming the  conditions  on  its  part.  Several  of  my  clients  have  indicated  their 
desire  to  withdraw  from  the  business  and  recall  their  money.  This  has  placed 
me  in  an  embarrassing  position  and  is  likely  to  react  against  you  and  me.  I  have 
written  Fuller  today  as  per  enclosed  copy.  I  am  writing  you  because  it  was  on 
the  strength  of  your  association  as  a  stockholder  and  counsel  of  Engineers'  Group, 
Inc.,  tlmt  I  advised  my  clients  to  enter  these  unusual  contracts.  I  am  very  fond 
of  Jimmy,  and  I  have  great  respect  for  his  ability. 

This  was  December  9 — 

I  feel  that  he  has  simply  bit  off  more  than  he  can  chew,  but  that  cannot  be  ex- 
plained to  clients  who  have  been  standing  by  for  months  anticipating  that  the 
work  for  which  they  contracted  would  go  ahead  in  accordance  with  stipulations 
made  by  Engineers'  Group,  Inc.  I  am  sorry  I  missed  you  in  Washington  last  week. 
Kind  x-egards. 

(The  letter  referred  to  was  marked  ''Exhibit  No.  502"  and  appears 
in  full  in  the  text  above.) 

Mr.  Fulton.  Now^,  w^ith  respect  to  that  first  $3,200  of  your  client's 
money  that  w^as  put  up  with  the  Engineers'  Group,  did  you  receive  a 
check  in  circumstances  which  rather  surprised  you  ? 

Mr.  Alley.  I  was  comino;  to  that.    I  did. 
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Mr.  Fulton.  Would  you  tell  us  about  that  and  what  was  done 
about  it  ? 

Mr.  Alley.  Within  3  or  4  days — I  think  it  was  September  26  or 
27 — the  contract  was  signed  on  the  22d — I  received  a  check  payable 
to  me  from  Engineers'  Group,  Inc.,  for  $1,216. 

Mr.  Fulton.  Was  it  accompaniegl  by  a  letter  ? 

Mr.  Alley.  No. 

Mr.  Fulton.  Just  a  check  in  the  mail  ? 

Mr.  Alley.  Yes.  I  called  Mr.  Fuller  on  the  telephone  and  said, 
"What's  this  for,  and  why  the  amount?" 

I  said,  "I  figure  that  is  20  percent  of  what  my  client  put  up  last 
week." 

He  said,  "Yes ;  it  is."  He  said,  "That  check  is  to  reimburse  you  and 
George  Eichelberger  for  some  of  the  expenses  you  went  to  in  connec- 
tion with  the  aluminum  deal,  out  of  which  you  haven't  gotten  any- 
thing." 

"Well,"  I  said,  "that  isn't  up  to  you  to  pay  us,"  as  I  represented 
Simmons. 

Mr.  Fulton.  Especially  as  he  had  told  you  that  he  figured  it  out  on 
the  percentage  of  what  your  clients  had  put  up. 

Mr.  Alley.  Yes.  I  told  him  I  didn't  like  that  at  all,  and  that  I 
would  take  it  up  with  my  client.  I  said,  "We  wanted  to  put  this 
money  in  escrow,  and  this  may  be  a  way  to  assure  my  client  of  getting 
back  at  least  $1,216  if  this  deal  doesn't  go  through." 

Mr.  Fulton.  You  did  tell  your  client  and  did  put  it  up  in  escrow? 

Mr.  Alley.  I  called  my  client  in  and  told  him  the  circumstances, 
and  called  Mr.  Eichelberger,  because  Mr.  Eichelberger  was  to  get  half 
of  it  under  Jimmy's  telephone  instructions.  Eichelberger  and  I 
agreed  with  the  client  that  we  would  put  it  in  my  trust  account,  where 
it  still  is. 

Mr.  Fulton.  Neither  you  nor  Mr.  Eichelberger  has  ever  taken  any 
part  of  that  money  ? 

Mr.  Alley.  No.  Our  own  money — lawyers,  I  suppose  the  commit- 
tee knows,  keep  their  moneys  in  their  own  account  and  have  a  special 
or  trust  account  for  clients'  moneys.  No  check  was  received  in  con- 
nection with  the  Schweers  &  Smith  deal,  although  they  put  u]:)  about 
$6,000  and  got  back  some  of  it.  And  then  about  a  week  after  the  sec- 
ond deal  I  received  a  check  for  $940,  which  was  treated  in  the  same 
wav.  At  that  time  Fuller  said  that  he  was  going  to  make  up  a  total 
of  $2,500  for  me  and  Eichelberger,  because  we  had  lost  a  lot  of  money 
on  the  aluminum  deal.  So  that  I  have  in  my  trust  account  with  my 
client's  full  knowledge,  $2,116. 

Then,  if  I  may  come  on  down  to  how  we  discovered 

Mr.  Fulton  (interposing).  First,  with  respect  to  this  Joseph  Engi- 
neering group,  they  put  up  $3,200  in  cash,  I  think  you  said. 

Mr.  Alley.  Yes;  when  the  Joseph  Engineering  deal  was  made,  it 
called  for  a  deposit  of  $6,400,  of  which  my  client,  Anthony  La  Rocca, 
Inc.,  was  to  put  up  $3,200  and  Mr.  Joseph  $3,200. 

Mr.  Fulton.  Mr.  Joseph  did  put  up  $3,200? 

Mr.  Alley.  Mr.  Joseph  put  up  a  check  for  $3,200  and  I  put  up  a 
check  for  $3,200,  my  personal  check.  Mr.  La  Rocca  came  to  me  with 
some  certificated  mortgages  which  were  good,  and  I  loaned  him  $3,200, 
which  I  put  up  in  the  bank  downstairs  and  gave  my  check  to  Engineers' 
Group. 
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Mr.  Fulton.  Did  Mr.  Fuller  say  anything  to  you  when  he  discovered 
that  it  was  your  money  and  not  La  Rocca's  that  was  in  the  possession  of 
Engineers'  Group  ? 

Mr.  Alley.  Yes.  Mr.  Fuller  said,  "Why,  Alley,  we've  been  working 
together  fine;  I  don't  want  you  to  put  up  your  money  here." 

I  said,  "Well,  La  Rocca  hasn't  got  it." 

So  he  said,  "I'll  send  back  your  check  and  have  Anthony  C.  La  Rocca, 
Inc.,  send  down  a  note";  and  new  papers  were  drawn  on  that  and  that 
was  done. 

Mr,  Fulton.  The  matters  drifted  on  for  some  little  time  without 
either  the  money  being  paid  back  or  the  contracts  being  obtained,  until 
finally  Fuller  left  the  country. 

Mr.  Alley.  .  Just  a  little  before  that,  Mr.  Fulton,  if  I  may.  On  Janu- 
ary 23 — during  all  this  time  I  was  in  almost  constant  touch  with  Mr. 
Thach  and  Mr.  Fuller — no ;  not  so  much  Mr.  Thach,  twice  maybe,  but 
Mr.  Fuller  and  Mr.  Donald  Wakefield  Smith  and  Mr.  Underwood. 
Mr.  Underwood  and  Mr.  Smith  had  come  in  as  officers,  president  and 
treasurer,  respectively,  on  January  1,  as  we  were  notified  in  writing; 
so  on  January  23 1  wrote  Mr.  Thach  another  letter : 

Dear  Bob  :  Several  of  these  contractors  demanded  their  money  back  from  Engi- 
neers' Group  on  account  of  failure  of  that  group  to  perform.  I  told  you  about  this 
on  the  telephone.  Fuller  wrote  them  that  the  money  would  be  paid  back  this 
week,  although  their  demand  was  made  for  repayment  on  the  15th.  Nothing  fur- 
ther has  been  heard  from  Mr.  Fuller,  and  the  Joseph  Engineering  Co.  is.,  I  am 
afraid,  going  to  take  some  nasty  action  unless  their  money  is  returned  promptly. 

On  January  23. 

Now,  as  soon  as  Mr.  Fuller  got  back  he  came  to  New  York  and  made 
an  appointment  with  Mr.  Joseph  and  had  me  dictate  a  cancelation  of 
the  contract,  which  was  signed,  and  Mr.  Fuller  authorized  him  to  draw 
a  draft  on  Engineers'  Group  at  the  bank  here  in  Washington.  The 
draft  was  drawn  and  payment  was  refused.  Mr.  Joseph  then,  on  my 
advice,  came  right  down  here,  and  I  told  him  I  would  come  if  he  wanted 
me  to,  and  saw  Mr.  Donald  Wakefield  Smith,  stayed  here  a  couple  of 
days,  and  got  a  check  of  Engineers'  Group,  Inc.,  for  $3,200,  signed  by 
Donald  Wakefield  Smith,  treasurer. 

Mr.  Fulton.  What  did  he  tell  you  concerning  the  deal  ? 

Mr.  Alley.  Mr.  Smith? 

Mr.  Fulton.  Yes. 

Mr.  Alley.  I  never  saw  Mr.  Smith  until  after  the  blow-up. 

Mr.  Fulton.  I  see. 

Mr.  Alley.  Mr.  Joseph  went  back  to  New  York,  put  the  check  in 
his  bank,  and  the  check  was  protested.  He  called  me.  I  said,  "Well, 
I  think  you  and  I  had  better  go  right  down  there."  We  came  down, 
he  and  I  together.  I  went  to  the  office;  Mr.  Fuller  was  out  of  town. 
I  demanded  the  minute  books,  the  account  books,  stock  books.  A 
young  man  named  Davis,  who  was  the  bookkeeper,  said  he  couldn't 
give  them  to  me  witliout  Mr.  Fuller's  instructions.  I  told  him  to 
get  him  on  the  telephone,  which  he  did,  located  him  in  Pittsburgh. 
Mr.  Fuller  told  him  to  bring  the  books  over  to  my  hotel.  Mr.  Davia 
brought  the  books  over  there,  and  that  day  for  the  first  time  I  learned 
that  Mr.  Fuller  had  had  a  long  criminal  record.  Mr.  Davis  told  me 
that  Mr.  Smith  had  had  an  F.  B.  I.  report,  and  I  was  shocked.  I 
found  a  terrible  situation  in  respect  to  the  books.     The  books  were 
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badly  kept.  The  accounts  receivable  had  been  carried  "which  were  not 
accounts  receivable  at  all.  None  of  this  money  had  been  kept  in  trust: 
it  had  been  siphoned  out,  and  I  found  that  they  had  collected  about 
$60,000  and  as  far  as  I  could  tell  had  not  performed  a  single  contract. 
I  immediately  telephoiled  the  rest  of  my  group,  clients,  Mr.  Walsh — 
he  came  down  here  and  spent  10  daj^s  and  further  examined  the  books, 
and  sought  to  employ  the  best  law  firm  we  could  get  in  Washington. 
We  trietl  to  locate  all  the  people  we  could.  We  couldn't  get  an  ap- 
pointment with  Mr.  Thacli — he  was  busy — although  we  were  here  10 
days.    Mr.  Donald  Wakefield  Smfth 

Mr.  FuLTc)N  (interposing).  Will  you  tell  us  the  circumstances  of 
that?  You  say  you  couldn't  get  an  appointment  with  him  although 
you  were  here  10  clays. 

Mr.  Alley.  Yes.  Mr.  Walsh  was  here  all  of  10  days  and  I  was 
here  the  first  2  and  the  last  6. 

Mr.  Fulton.  What  kind  of  efforts  did  you  make  to  contact  him? 

Mr.  Alley.  We  telephoned  him  and  he  made  several  appointments, 
but  his  secretary  would  call  back  and  cancel  them.  The  last  appoint- 
ment we  had,  I  think,  was  for  Thursday  or  Friday  afternoon,  and 
it  was  for  3  o'clock,  and  the  secretary  telephoned  that  he  had  been 
suddenly  called  out  of  town  and  had  to  go  to  Ohio  by  plane,  so  Mr. 
Walsh  and  I  decided  that  we  would  wait  no  longer.  We  went  back 
to  New  York  the  next  morning,  but  that  evening  we  saw  Mr.  Thach 
in  the  Mayflower  Hotel.  The  next  morning  we  placed  the  matter 
in  the  hands  of  a  law  firm  that  had  been  highly  recommended  to  us 
here, 

Mr.  Fuller  came  back  while  we  were  here  and  said  that  he  was 
going  to  stay  here  and  cooperate  to  clean  this  up.  He  was  perfectly 
sure  that  there  were  plenty  of  assets  here,  and  tried  to  explain,  but 
after  what  I  knew  I  wouldn't  believe  anything  then. 

He  said,  "If  Mr.  Haskel  would  come  in  here  as  president  and 
La  Rocca  as  ti-easurer  this  can  all  be  cleaned  up  and  everybody  get 
their  money."     He  said,  "It  is  a  shame  to  sacrifice  all  this." 

When  we  went  back  to  New  York  that  night  we  found  that  Fuller 
had  sent  out  telegrams  to  ever3'body  that  these  men  had  been  elected 
J3resident  and  treasurer,  respectively,  which  they  had  not.  So  then 
we  went  on  back  to  New  York. 

Mr.  Fulton.  Now,  going  back  for  1  minute  to  the  time  between 
the  first  contract  with  your  clients  and  the  second  one,  I  believe  you 
said  that  you  told  Mr.  Fuller  that  you  wanted  to  meet  Governor  Curley 
and  that  he  brought  him  to  your  office. 

Mr.  Alley.  No  ;  I  told  Mr.  Fuller  that  I  wanted  to  meet  Governor 
Curley  and  as  many  other  members  of  the  aluminum  syndicate  and 
as  many  other  directors  of  Engineers'  Group  as  I  could,  long  before 
we  had  any  contract  with  Engineers'  Group.     That  was  in  August. 

Mr.  Fltlton.  Did  you  have  any  conversation  with  Governor  Curley 
with  respect  to  the  nature  of  the  job  that  was  being  done  by  Engineers' 
Group  ? 

Mr.  Alley.  Only  with  respect  to  the  aluminum  deal.  ]My  confer- 
ence with  him  was  on  September  4,  and  our  first  contract  on  housing 
was  on  September  22, 1  think. 

Senator  Ball.  What  did  Mr.  Thach  tell  you  that  night  when  you 
met  him  in  the  lobby  of  the  Mayflower  Hotel?  That  was  the  night 
you  were  leaving  after  spending  10  days  here. 
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Mr.  Alley.  We  left  the  next  morning.  He  -was  sitting  at  the  next 
table  and  we  didn't  speak  to  him.     We  felt  pretty  badly  about  it. 

Senator  Ball.  I  see.     You  just  saw  him  and  didn't  talk  to  him. 

Mr.  Alley.  That  is  right. 

Mr.  Fulton.  That  is  all  I  have. 

Senator  Ball.  I  would  like  to  get  straight  in  my  mind  just  Avhat 
your  clients  thought  they  would  get.  As  I  understand,  this  En- 
gineers' Group — did  they  have  any  engineering  staff  ? 

JNIr.  Alley.  We  were  told  they  did ;  yes. 

Senator  Ball.  You  never  saw  it? 

Mr.  Alley.  No.  If  you  would  let  Mr.  Haskel  of  Schweers  &  Smith 
testify,  who  stayed  down  here  and  worked  with  them,  and  he  is  in 
town  today,  because  he  has  a  contract  down  here,  he  knows  all  about 
it.  They  did  have,  as  I  understand,  architects.  They  had  one  of 
the  most  distinguished  architects,  Mr.  Mills,  whose  name  was  on  all 
the  plans  they  had.  I  had  known  Mr.  Mills.  That  was  one  of  the 
factors  that  made  me  believe  this  was  genuine.  He  was  a  member  of 
the  firm  of  Pennington,  Lewis  &  Mills,  who  built  the  Federal  Building 
in  New  York. 

Senator  Ball.  Were  these  various  firms,  Schweers  &  Smith,  Key 
West  corporation,  and  so  on,  building  complete  housing  units  or  doing 
just  part  of  it,  taking  subcontracts? 

Mr.  Alley.  No;  they  were  building  complete  units.  They  would 
take  a  contract  to  build  a  house  for  a  fiat  price. 

Senator  Ball.  I  see.  Well,  then,  they  were  dealing  with  Engineers' 
Group,  but  they  were  to  get  their  contracts  from  Cumberland  Proper- 
ties, Inc.  ? 

Mr,  Ali.ey.  No;  they  were  building  complete  units.  They  would 
take  a  contract  to  build  a  house  for  a  flat  price. 

Senator  Ball.  Well,  then,  they  were  dealing  with  Engineers' Group, 
but  they  were  to  get  their  contracts  from  Cumberland  Properties,  Inc.  ? 

Mr.  Alley.  Yes;  and  the  E.  G.  Corporation  was  another  one  out 
in  Alexandria,  and  different  sponsoring  companies. 

Senator  Ball.  Did  those  companies  have  at  the  time  these  negotia- 
tions with  your  clients  went  on,  actual  contracts  with  some  Federal 
agency  down  here  to  build  defense  housing? 

Mr.  Alley.  No.  This  wasn't  the  kind  of  contract — this  wasn't  Gov- 
ernment housing ;  this  was  private  housing. 

Senator  Ball.  Oh. 

Mr.  Alley.  The  only  place  the  Government  comes  into  this  is  that 
you  go  into  the  F.  H.  A.  to  get  an  insured  loan.  Then  it  is  up  to  you 
to  go  out  and  sell  the  mortgage,  and  all  of  that,  which  is  quite  a  lot  of 
detail  Engineers'  Group  were  to  do.  Mr.  Fuller  represented  that  they 
owned  the  land  and  that  they  had  F.  H.  A.  approval  on  locations  on  all 
these  properties. 

Senator  Ball.  So  that  it  was  a  private  promotion  and  no  Govern- 
ment contracts. 

Mr.  Alley.  That  is  right,  no  Government  contracts. 

Senator  Ball.  Except  the  insurance  with  F.  H.  A.  was  involved. 

Mr.  Alley.  None  of  our  relations  had  anything  to  do  with  the  Gov- 
ernment. 

Mr.  Fulton.  I  take  it,  Mr.  Alley,  it  never  occurred  to  you,  or  at 
least  that  wasn't  one  thing  that  you  had  anything  to  do  with,  to  go 
into  the  business  aspects  of  it.     You  were  acting  solely  as  a  lawyer. 


5118  INVESTIGATION  OF  THE  NATIONAL  DEFENSE  PROGRAM 

Mr.  Alley.  That  is  right. 

Mr.  Fulton.  Now,  the  business  aspect,  however,  might  involve  this, 
that  if  the  price  of  the  contract  is  high  and  if  the  F.  H.  A.  accepts  that 
price  as  the  cost  of  the  house,  high  by  reason  of  the  profit  to  Engineers' 
Group,  for  Avhich  nothing  was  furnished,  then  in  addition,  if  you  buy 
farm  land  at  farm  prices,  or  approaching  farm  prices,  and  value  it  by 
lots,  the  F.  H.  A.  might  be  putting  up  under  the  guise  of  90  i^ercent 
actually  more  than  a  hundred  percent  of  the  total  amount  invested 
in  it. 

Mr.  Alley.  Yes. 

Mr.  Fulton.  And  in  fact  it  would  have  to,  would  it  not.  unless 
Engineers'  Group  or  the  sponsoring  corporation  actually  did  have 
financial  assets  with  which  to  pay  a  lO-percent  equity. 

Mr.  Alley.  Yes;  but  it  was  explained  to  us  in  these  sponsoring 
corporations  that  the  stock  was  sold.  It  wasn't  all  provided  by  Engi- 
neers' Group. 

Mr.  Fulton.  But  unless  someone  was  really  putting  up  10  percent 
in  money,  it  was  the  type  of  thing  which  might  very  well  have  in- 
volved, under  the  guise  of  a  90-percent  insurance,  something  well  over 
a  hundred  percent. 

Mr.  Alley.  Yes;  but  I  understand  the  F.  H.  A.  in  figuring  the  90 
percent  loans — this  is  general  knowledge — give  certain  benefit  to  con- 
tractors' fees,  architects'  fees,  and  give  a  value  to  those  things  which 
sometimes  is  not  paid  out  in  money  and  are  allowed  to  be  used  as  part 
of  the  10  percent  equity ;  for  instance,  a  6  percent  architect's  fee  where 
the  architect  might  use  a  standard  set  of  plans.    I  have  heard  of  it. 

Mr.  Fulton.  And  in  fairness  to  those  involved  in  this  group,  it 
isn't  altogether  unheard  of  in  real  estate  circles  generally,  for  what 
you  might  call  shoestring  subdivisions  to  be  very  liberally  financed 
under  a  90  percent  insurance. 

Mr.  Alley.  I  think  you  would  have  to  have  it  if  we  are  to  get  any 
defense  housing. 

Mr.  Fulton.  Mr.  Straus  particularly  criticized  some  phases  of  this 
defense  housing  for  that  very  reason.  He  said  many  of  the  agencies, 
subdivision  operators,  were  really  getting  more  than  a  hundred  per- 
cent ;  but  in  any  event  you  personally  had  nothing  whatever  to  do  with 
the  business  aspects  of  that,  as  I  understand. 

Mr.  Alley.  No  ;  and  I  will  be  glad  to  produce  any  of  these  men  who 
knew  about  that. 

I  would  like  to  have  it  distinctly  understood  that  these  contracts 
I  have  been  describing  this  morning  and  also  the  aluminum  business 
had  nothing  whatsoever  to  do  with  the  Government.  These  were 
purely  private  deals. 

Mr.  Fulton.  Now,  the  aluminum  business. 

Mr.  Alley.  Of  course,  the  Government  had  a  lot  to  do  with  that,  but 
not  our  contract. 

Mr.  Fulton.  No;  not  your  contract,  but  had  you  acquired  the  com- 
pany you  would  have  been  acquiring  a  company  which  would  be  build- 
ing a  plant  with  Defense  Plant  Corporation  funds. 

Mr.  Alley.  Yes. 

The  Chairman.  That  is  all,  Mr.  Alley. 

Mr.  Curley,  will  you  be  sworn,  please?  Do  you  solemnly  swear  to 
tell  the  truth,  the  whole  truth,  and  nothing  but  the  truth  in  the  testi- 
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mony  you  are  about  to  give  before  this  committee,  so  help  you  God? 

Mr,  CURLEY.   I  do. 

The  Chairman.  Will  you  be  seated,  Governor,  and  give  your  name 
and  connections  to  the  reporter.  Just  a  moment,  Governor,  before  you 
start.    Mr.  Alley,  one  more  question,  please. 

Mr.  Fulton.  Mr.  Alley,  referring  to  the  discussion  we  had  in  New 
York,  do  you  recall  having  any  conversation  with  Governor  Curley 
concerning  this  F.  H.  A.  or  real  estate  matter? 

Mr.  Alley.  I  don't  think  so. 

Mr.  Fulton.  Well,  didn't  you  tell  me  in  New  York  (and  I  am  quot- 
ing) :  ''Later  I  saw  (lovernor  Curley  several  times  at  the  Mayflower 
Hotel  in  Washington,  and  he  asked  me  how  we  were  getting  along? 
I  told  him  the  Engineers'  Group  had  asked  for  postponement  of  the 
contract  and  that  my  clients  had  given  an  extension.  He  said  that  that 
was  all  because  of  the  delays  in  F.  H.  A." 

Mr,  Alley.  Yes ;  that  is  true. 

Mr.  Fulton.  Is  that  a  true  statement  ? 

Mr.  Alley.  That  is  a  true  statement,  in  the  lobby  of  the  Mayflower 
Hotel. 

Mr.  Fulton.  Thank  you. 

The  Chairman.  That  is  all,  Mr.  Alley.  Governor  Curley,  give  your 
full  name  and  connections,  please. 

TESTIMONY  OF  JAMES  M.  CURLEY,  BOSTON,  MASS. 

connection  of  JAMES  M.  CURLEY  WITH  ENGINEERS'  GROUP,  INC. 

Mr.  Curley.  James  M.  Curley,  business  address,  24  School  Street, 
Boston^  Mass.    Business,  real  estate  and  insurance. 

Mr.  Fulton.  Governor  Curley,  yesterday  there  was  dictated  in  my 
office  and  in  your  presence  a  summary  of  the  facts  as  you  under- 
stand them  in  this  situation,  which  I  believe  has  been  signed  by  you 
and  ^A'liich  I  would  like  to  introduce  in  the  record. 

Mr.  Curley.  I  have  a  copy  right  here.  There  is  just  one  change 
in  it,  on  page  3 ;  substitute  the  name  Mr.  Haskel  for  Mr.  Hurt. 

The  Chairman.  Mr.  Haskel?  That  is  substituted  in  the  original 
here.  And  there  is  a  change  also  above  that  in  whicli  it  is  Major 
Shinkel,  and  it  should  be  General  Shinkel  instead  of  Major  Shinkel. 

Mr.  Curley.  That  is  right. 

The  Chairman.  This  statement  will  be  made  a  part  of  the  record, 
then. 

(The  statement  referred  to  was  marked  "Exhibit  No.  503''  and  is 
included  in  the  appendix  on  p.  ij353.) 

Mr.  Fulton.  Governor  Curley,  will  you  tell  -us  generally  the  situa- 
tion as  you  understand  it  with  respect  to  your  participation  in  En- 
gineers' Group  as  president  or  in  any  other  capacity  that  you  later 
occupied  ? 

jNIr.  Curley.  I  think  it  is  pretty  well  contained  in  that  statement 
that  you  have  a  copy  of  there.  If  it  is  agreeable  with  you,  I  would 
just  as  soon  read  that. 

The  Chairman,  Proceed,  Governor,  and  read  it, 

Mr,  Curley,  My  mind  is  a  little  bit  hazy  on  it.  I  first  met  Mr. 
Fuller  in  July  or  August  in  1941.  Prior  to  that  time  I  had  never 
seen  or  heard  of  Mr.  Fuller,  and  that  particular  meeting  occurred 
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in  the  Hotel  Mayflower  where  Mr.  Fitzoerald  introduced  Mr.  Fuller 
to  me.  At  that  time  Mr.  Fitzgerald  did  not  intimate  nor  at  any 
time  that  Mr.  Fuller  had  just  been  released  from  jail.  Fuller  at 
that  time  told  me  that  he  was  organizing  a  group  which  planned  to 
obtain  control  of  the  Kalunite  deposits  in  Utah,  and  have  a  process 
for  extracting  the  Kalunite.  He  told  me  that  a  number  of  prominent 
men  were  to  be  with  him,  and  he  put  it  entirely  on  a  patriotic  basis, 
saying  that  at  the  time  there  Avas  an  aluminum  shortage  and  that 
Kalunite  would  be  the  answer  to  that  shortage.  I  believe  he  said  that 
the  principal  source  of  raw  material  for  the  manufacture  of  aluminum 
was  bauxite,  which  came  from  West  Africa,  and  the  sinking  of  ships, 
of  course,  caused  a  shortage. 

I  agreed  to  lend  my  name  to  that  transaction.  He  agreed  then  at 
all  times  afterward  considered  that  he  had  just  loaned  my  name  to 
the  syndicate  for  entirely  patriotic  motives.  At  no  time  was  there 
offered  or  discussed  or  expected  to  receive  any  profits  out  of  the 
Kalunite  transactions.  I  understood  that  I  was  to  be  nominally 
president  of  the  Engineers  Group,  Inc.,  a  group  formed  for  the  pur- 
pose of  obtaining  control  of  Kalunite.  However,  at  no  time  was  any 
action  taken  by  me  as  president  of  that  group,  although  I  did  under- 
stand it  would  use  my  name  as  president. 

At  no  time  did  I  put  any  money  into  the  group,  nor  did  I  ever  take 
any  money  out  of  it,  or  receive  any  of  its  funds.  At  no  time  did  I 
discuss  any  business  of  the  group  except  Kalunite.  I  had  nothing  to 
do  with  any  of  the  business  transacted  by  the  group,  and  until  Novem- 
ber 1941  did  not  even  know  that  Engineers  Group,  Inc.,  had  any  other 
business  than  the  syndicate  to  acquire  Kalunite.     '  • 

Around  November  1941  I  heard  a  conversation  in  the  office  of  the 
Engineers  Group,  Inc.,  that  indicated  that  they  were  doing  some 
engineering  work.  However,  I  did  not  ask  any  questions  about  it, 
and  learned  no  more  about  it  at  the  time.  After  hearing  this  con- 
versation I  inquired  and  learned  that  the  Engineers  Group  was  offer- 
ing engineering  services  to  persons  who  were  seeking  Federal  contracts. 

Obtaining  that  information,  I  submitted  my  resignation.  The 
resignation  was  submitted  sometime  in  December  1941.  I  have  no 
records  pertaining  to  any  transactions  with  Fuller  or  the  Engineers 
Group,  Inc.,  other  than  the  resignation.  I  stated  that  in  the  entire 
period  during  which  I  was  connected  with  the  group,  only  6  to  12 
letters  passed  between  me  and  the  group  or  Fuller  with  reference  to 
the  business.  All  of  these  letters  dealt  with  the  Kalunite  transaction 
and  there  was  no  correspondence  with  connection  to  any  other  subject. 

At  the  time  of  my  resignation  I  shortly  thereafter  destroyed  all 
letters.  I  had  a  list  of  the  officers  and  proposed  members  of  the 
Kalunite  syndicate.  I  originally  obtained  this  list  from  the  office 
of  the  Engineers  Group,  Inc.  This  list  is  at  home,  and  together  with 
a  copy  of  my  resignation  from  the  Engineers  Group,  which  copy  I 
mailed  to  the  committee  at  the  request  of  ISIr.  Parks.^ 

This  comprises  all  the  documents  of  anj^^  nature  which  I  possess, 
referring  to  or  concerning  James  Fuller  or  Engineers  Group,  Inc. 

Conversations  respecting  Kalunite  were  had  with  Fuller,  George 
Eichelberger,  and  Robert  Thach.  I  did  not  have  conversations  with 
any  other  person  concerning  Kalunite,  and  I  might  say  in  this  con- 
nection I  don't  recall  ever  having  met  the  previous  witness  who  testi- 

1  Franklin  N.  Parks,  committee  investigator. 
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fied  here.  I  don't  think  he  intended  to  be  dishonest;  he  probably 
made  an  error. 

At  no  time  did  I  have  anj^  conversation  or  dealing  with  any  public 
official  or  official  of  the  R.  F.  C.  concerning  Kalunite. 

I  might  say  in  this  connection  that  I  never  interceded  with  any 
public  official  in  Washington  or  anj^  departmental  official  with  refer- 
ence to  Kalunite  or  anything  else  in  which  the  Engineers  Group 
might  have  been  interested. 

Another  factor  in  influencing  my  resignation  as  president  of  the 
Engineers  Group,  Inc.,  was  the  discovery  that  no  progress  had  been 
made  on  the  Kalunite  transaction.  I  met  Donald  Smith,  Everett  Hurt, 
Robert  Thach.  A.  L.  Bivins,  Henry  Holt,  Clarence  Brown,  George 
Eichelberger,  Major  Shinkel  or  General  Shinkel,  and  Major  Hawkins. 
Fuller  told  me  that  all  of  these  were  associated  with  him  in  the  Kalun- 
ite deal.  In  most  instances,  the  statement  was  made  by  Fuller  in  the 
presence  of  the  men  themselves.  I  particularly  recall  that  it  was  the 
case  of  Mr.  Thach  and  of  Mr.  Brown.  I  am  not  sure  as  to  Mr.  Smith 
and  not  sure  as  to  Mr.  Hurt. 

I  took  Mr.  Fuller  stock  certificates  on  a  brewery  in  which  I  have  an 
interest — I  have  $65,000  invested  in  the  Eldridge  Brewery,  in  New 
Hampshire — and  discussed  with  Mr.  Fuller  the  question  of  securing  a 
loan  on  that  of  twenty-five  or  thirty  thousand  dollars.  He  held  it  for 
several  weeks.  I  called  on  him  one  day  and  told  him  I  could  use  $2,500 
if  he  could  get  it  off  the  man  who  was  going  to  get  the  loan  on  the  brew- 
ery stock.  He  sent  me  a  check  signed  by  Mr.  Haskel ;  he  gave  me  a 
check  for  $3,500,  signed  by  Mr.  Haskel  and  joint  by  him,  as  an  advance 
on  the  loan  on  the  brewery  stock.  But  the  check  was  cashed  in  Boston, 
and  then  it  was  discovered  that  there  were  insufficient  funds.  He  later 
sent  another  check  and  there  were  still  insufficient  funds.  I  went  to 
Washington.  I  wrote  for  stock.  I  believe  he  sent  me  about  200  shares 
of  the  650  that  I  had  given  him.  Then  I  journeyed  to  Washington  and 
got  the  balance  of  650  shares  and  paid  the  obligation  with  a  check  my- 
self. There  was  never  any  discussion  by  me  of  any  loan  on  the  stock  to 
Fuller  other  than  to  put  it  as  a  loan  through  Mr.  Haskel,  or  the  turning 
over  of  the  proceeds  of  any  such  loan  by  me  to  Mr.  Fuller, 

I  think  that  sums  up  my  connection  with  the  deal.  The  only  thing  is 
that  I  feel  that  even  any  member  of  this  committee  might  have  been  de- 
ceived by  the  background  and  character  and  the  standing  of  the  men 
that  he  claimed  were  associated  with  him,  and  apparently  were  associ- 
ated with  him.  If  you  haven't  any  objection,  I  would  just  as  soon  read 
them : 

Clarence  A.  Brown  was  on  the  advisory  board.  He  is  president  of  the 
Eisman  Magneto  Co.  of  New  York. 

George  Eichelberger,  chairman  of  the  executive  committee  of  Trans- 
Lux  Corporation,  theaters;  director  of  the  American  Tobacco  Co.  and 
director  of  the  General  Cigar  Corporation. 

Frank  Eichelberger,  president  of  Kalunite,  Inc.,  of  Salt  Lake  City, 
Utah;  director  of  engineering  for  Olin  Corporation,  of  Alton,  111.; 
president  of  Callahan  Lead  &  Zinc  Co. ;  director  of  Sun  Shine  Gold  & 
Lead  Co.,  of  Tennessee. 

T.  W.  Simmons,  of  Los  Angeles,  president  of  Bolsa  Chica  Petroleum 
Corporation,  of  Los  Angeles ;  director  of  Air  Accessories  Corporation, 
Los  Angeles;  chairman  of  the  board  of  the  San  Anita  race  track, 
California, 
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General  Shinkel,  retired,  former  head  of  Picatinny  Arsenal,  N.  J. 

Major  Hawkins,  chief  ordnance  engineer ;  vice  president  of  the  In- 
ternational Arms  &  Fuse  Co.,  of  New  York;  and  chief  adviser  to  the 
Amtorg. 

Colonel  W.  A.  Anderson,  Washington,  D,  C,  chief  adviser  of  the 
Maritime  Commission. 

Donald  Wakefield  Smith,  attorney  for  the  National  Labor  Relations 
Board. 

C.  D,  Cook,  vice  president,  Richmond,  Va.,  Reynolds  Metal  Cor- 
poration, and  chairman  of  the  Federal  Control  Board  of  the  R.  F.  C. 

The  Engineers  Group,  Inc.:  Treasurer  and  director,  Everett  R. 
Hurt,  Americana  Corporation,  publishers  of  the  Britannica. 

Robert  G.  Thatch,  Washington,  D.  C,  counsel,  Willys-Overland^ 
General  Electric,  and  Pan  American  Airways. 

A.  L.  Bivins,  four  times  elected  attorney  general  of  the  State  of 
Virginia,  and  still  serving. 

Henry  W.  Holt,  Detroit,  Mich.,  vice  president  of  Bohn  Alumi- 
num &  Brass  Co. ;  the  Wilson  Foundry,  Pontiac,  Mich. 

So  that  when  I  was  deceived,  there  was  quite  a  respectable  group 
deceived  with  me  in  the  case  of  Mr.  Fuller. 

Mr.  Fulton.  Have  you  seen  the  Federal  Bureau  of  Investigation's 
report  on  Mr.  Fuller? 

Mr.  CuRLEY.  No ;  I  have  not. 

All  I  can  say  is  that  it  is  unfortunate  I  didn't  see  that  before  I  saw 
Mr.  Fuller. 

The  Chairman.  We  will  make  that  a  part  of  the  record  so  that 
everybody  will  know  about  it  after  this  and  so  that  there  will  be  no- 
body else  deceived  by  Mr.  Fuller. 

Mr.  CuRLEY.  There  seem  to  be  no  minor  charges  there. 

Mr.  Fulton.  I  think  there  are  some. 

Mr.  CuRLEY.  He  was  pretty  busy. 

Mr.  Fulton.  There  is  everything  from  grand  larceny  to  forgery, 
false  pretenses,  intoxication,  disorderly  conduct,  conspiracy  to  com- 
mit forgery,  confidence  games,  false  pretenses,  and  then  numerous 
minor  offenses. 

Mr.  CuRLEY.  I  want  to  say  this  for  him.  I  think  he  was  one  of  the 
most  interesting  and  best  informed  men  that  I  have  ever  met.  He 
could  discuss  any  subject,  from  chemistry  to  art,  and  discuss  them 
intelligently  and  fully. 

(The  document  was  received  and  marked  "Exhibit  No.  504"  and  is 
included  in  the  appendix  on  p.  5355.) 

Mr.  Fulton.  Now,  with  respect  to  the  man  who  introduced  him  to 
you,  I  take  it  that  you  had  confidence  in  that  gentleman  ? 

Mr.  Curley.  I  kncAV  him  in  Boston  many  years  ago. 

Mr.  Fulton.  That  was  Mr.  Marshall  James  Fitzgerald? 

Mr.  Curley.  J.  Marsliall  Fitzgerald,  I  believe,  is  the  proper  name. 

Mr.  Fulton.  When  he  introduced  Fuller  to  you,  what  did  he  tell 
you  about  Fuller? 

INIr.  Cui^ley.  As  I  recall  it — and  my  memory  may  not  be  altogether 
clear  on  it — he  said :  "There  is  a  gentleman  here  by  the  name  of 
James  Fuller  who  has  assembled  a  group  of  the  most  influential  and 
outstanding  men  of  the  country  for  the  development  of  a  Kalunite 
property  in  Utah,  and  I  believe  that  you  ought  to  become  associated 
with  him." 
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I  think  that  is  about  the  substance  of  it.  We  sat  down  and  discussed 
it  with  Mr.  Fuller.  He  gave  me  an  outline  of  many  of  these  names 
here.     Of  course,  some  of  them  came  in  later. 

Mr.  Fulton.  Did  Mr.  Fitzgerald  tell  you  that  he  had  received  a  let- 
ter from  Mr.  Fuller  on  jail  stationery? 

Mr.  CuRLEY.  No ;  he  did  not. 

Mr.  Fulton.  Have  you  ever  seen  this  letter? 

Mr.  CuiiLEY.  No ;  I  never  have. 

Mr.  Fulton.  Did  he  tell  you  that  he  had  any  knowledge  whatever 
of  Mr,  Fuller's  activities  during  the  several  months  preceding  the  time 
that  you  saw  him  ? 

Mr.  CupXEY.  No ;  he  did  not. 

Mr.  Fulton.  During  which  time  Mr.  Fuller,  according  to  the  F.  B.  I. 
report,  was  in  a  Washington  jail? 

Mr.  CuRLEY.  I  didn't  quite  get  that. 

Mr.  Fulton.  Will  you  take  a  look  at  the  F.  B.  I.  report  on  the  sec- 
ond page,  I  believe,  near  the  bottom,  at  the  lower  right-hand  corner  ? 
I  think  it  gives  you  the  dates  of  a  jail  sentence  which  Mr.  Fuller  was 
serving  during  the  early  part  of  1941. 

Mr.  CuRLEY.  1940? 

Mr.  Fulton.  Forty-one. 

Mr.  CuRLEY.  No ;  i940  on  page  2,  sir. 
•    Mr.  Fulton.  It  says    720  days  there,  I  think.     May  I  have  that, 
and  perhaps  I  can  find  it  more  easily. 

Mr.  CuRLEY.  I  am  trying  to  find  it  here.     No ;  it  is  1940. 

Mr.  Fulton  (reading  from  Exhibit  No.  504)  : 

District  of  Columbia  Jail.  Washington,  D.  C,  False  pretenses.  February  11, 
1941,  720  days  or  $500  fine,  fine  paid  and  subject  released  to  United  States  marshal 
for  detainer  from  Cook  County,  111.,  June  18,  1941. 

On  the  date  of  March  24  this  letter  was  sent  to  Mr.  Fitzgerald,  and 
Mr.  Fuller  was  in  jail.     Mr.  Fitzgerald  never  told  you  of  that? 

Mr.  CuRLEY.   No. 

Mr.  FuLix)N.  Have  you  ever  had  any  previous  connection  with  Mr. 
Fuller  at  all? 

Mr.  CuRLEY.  I  never  met  him  prior  to  that  time. 

IMr.  Fulton.  You  never  so  much  as  heard  his  name  ? 

Mr.  CuRLEY.  Never;  no. 

Mr.  Fulton.  In  this  letter  to  Mr.  Fitzgerald,  quoting,  Mr.  Fuller 
says  [reading  from  Exhibit  No.  505]  : 

The  years  during  which  you — 
Meaning  Fitzgerald — 

knew  of  me  as  being  something  of  a  human  dynamo,  working  for  the  chief 
throughout  the  Bay  State,  at  Chicago  and  beyond,  not  too  largely  overshadowed 
by  the  genius  of  Big  Jim,  the  years  of  my  minor  and  major  accomplishments 
seem  about  to  be  consummated  in  a  great  patriotic  accomplishment  for  which 
I  still  have  high  hopes. 

Sometime  shortly  after  July  1,  1941,  I  anticipated  the  return  from  abroad 
of  a  friend  of  long  standing,  tried  and  capable  and  untiring,  who  has  consented 
to  lend  himself  to  the  perfection  of  the  plan  I  was  about  to  launch  when  the 
launching  was  so  forcibly  delayed  last  Eecembei'. 

You  can  appreciate  what  he  meant  by  "forcibly"  [continuing]  : 

To  this  end,  and  because  I  have  developed  and  perfected  a  safety  valve 

for  that,  too,  I  should  be  deeply  beholden  to  you  if  you  will  find  the  time  to 

seek  me  out,  since  it  is  obvious  that  I  may  not  seek  you  out  at  the  present  time, 

to  the  end  that  I  may  lay  certain  matters  before  you,  offering  you  a  part  in  what 
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I   am  sure  you  will  readily  admit  to  be  the  acme  of  human  endeavor,   con- 
sidering the  age  and  tlie  trend  and  the  course  of  human  events. 

You  will  find  no  trouble  in  visiting  me  here  at  any  time  you  elect  to  call 
inasmuch  as  I  am  in  a  good  position  involving  confidence  and  trust. 

(The  letter  referred  to  was  marked  "Exhibit  No.  505""'  and  is  in- 
cluded in  the  appendix  on  p.  5356.) 

Mr,  CuELEY.  He  had  a  sense  of  humor,  didn't  he,  as  well  as  an 
inquisitive  nature? 

Mr.  FuLTOx.  Have  you  had  occasion  to  trust  Mr.  Fitzgerald  in 
the  past? 

Mr.  CuRLEY.  I  have ;  yes. 

Mr.  Fulton.  How  do  you  explain  liis  knowing  of  these  situations 
without  calling  them  to  your  attention? 

Mr.  CuiJLEY.  I  can't  explain  it,  sir. 

Mr.  Fulton.  Have  you  ever  asked  him  to  do  so? 

Mr.  CuRLEY.  I  wasn't  aware  of  it  until  today — of  these  particular 
offenses.  I  might  say  that  I  met  Mr.  Donald  Wakefield  Smith  last 
evening.  He  told  me  that  Mr.  Fuller  had  served  a  term  in  the 
Atlanta  Penitentiary  before  he  started  the  Kalunite  movement.  I 
wasn't  aware  of  that  until  yesterday. 

(Senator  James  M.  JNIefid,  of  New  York,  took  the  chair.) 

Mr.  Fulton.  Did  Mr.  Fitzgerald  at  that  time  have  authority  to 
represent  you? 

Mr.  CuRLEY.  He  never  had  authority  to  re]^resent  me,  but  I  think 
he  did  quite  frequently  Avithout  authority,  as  he  did  about  everybody 
else  that  he  contacted,  also. 

Mr.  Fulton.  Now,  with  respect  to  Mr.  Alley's  testimony,  I  take 
it  til  at  yoti 

Mr.  Curley  (interposing).  I  do  not  recall  ever  having  seen  Mr. 
Alley  in  my  life. 

Mr.  Fulton.  And  with  respect  to  tliis  real  estate  deal,  you  had  no 
connection  with  it  and  never  heard  of  it? 

Mr.  Curley.  The  only  thing  I  was  interested  in  was  Kalunite,  and 
when  I  saw  they  weren't  getting  anywliere  on  that  and  were  just 
living  in  hope  of  being  able,  perhaps,  to  induce  the  Federal  Gov- 
ernment to  put  in  sufficient  money  to  canw  it  through  for  them,  I 
tendered  my  resignation. 

Mr.  Fulton.  Did  you  ever  have  anytliing  to  do  with  the  La  Rocca 
housing  ? 

Mr.  Curley.  No,  sir;  I  did  not. 

Mr.  Fulton.  You  never  heard  of  that? 

Mr.  Curley.  I  think  I  have  heard  of  it.    I  had  nothing  to  do  with  it. 

Mr.  Fulton.  From  whom  did  you  hear  of  it? 

Mr.  Curley.  I  think  it  was  from  Mr.  David  Desmond,  of  Massa- 
chusetts, that  I  heard  of  it. 

]Mr.  Fulton.  And  what  was  his  connection  with  it? 

Mr.  Curley.  I  think  I  met  Mr.  La  Rocca  and  his  son  also — both 
father  and  son. 

Mr.  Fulton.  Did  they  ever  discuss  with  you  any  housing  deal  that 
they  were  going  into  with  Fidler? 

Mr.  Curley.  No;  they  discussed  with  me,  I  think  some  time  after 
I  got  out,  some  time  in  January,  as  to  how  they  might  get  some  money 
out  that  they  had  invested  with  Fuller. 

Mr.  Fulton.  Did  you  in  any  way  assist  them  in  getting  it  back? 
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Mr.  CuRLET.  I  suggested  to  them  to  go  to  the  court,  which  I  believe 
they  did — to  the  district  attorney  of  that  county — Worcester  County. 

Mr.  Fulton.  Did  you  know  Mr.  Everett  Hurt? 

Mr.  CuRLEY.  I  met  Mr.  Everett  Hurt  in  Mr.  Fuller's  office. 

Mr.  Fulton.  And  he  was  the  treasurer  of  Engineers  Group  ? 

Mr.  CuRLET.  Treasurer.  But  I  believe  Mr.  Fuller  was  the  entire 
company  all  the  time.  I  think  everybody  else  was  just  simply  nomi- 
nally figureheads. 

Mr,  Fulton.  That  is  what  they  all  told  us. 

Mr.  CuRLEY.  Window  dressing,  so  to  speak ;  yes. 

Mr.  Fulton.  With  respect  to  Everett  Hurt  though,  we  have  found 
a  memorandum  from  him  to  Mr.  Fuller,  reading : 

The  bank  teller  had  me  see  the  cashier.  That  bird  asked  me  not  to  draw  against 
uncollected  funds.  He  called  attention  to  the  La  Rocca  check,  that  it  was  made 
payable  to  himself,  and  that  this  was  only  check  No.  16.  Can't  see  that  that  is 
any  of  his  business.  Will  call  if  possible,  but  presume  all  you  need  is  a  close. 
If  possible,  have  the  Governor  hold  these  two  checks  until  Thursday. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  506"  and 
is  included  in  the  appendix  on  p.  5357.) 

Mr.  Fulton.  What  did  you  have  to  do  with  checli^  ? 

Mr.  CuRLEY.  What  is  the  date  of  that? 

Mr.  Fulton.  10/14/41,  but  that  is  a  date  that  was  not  on  the 
original  memorandum  and  which  may  not  be  the  accurate  one.  It 
is  put  on  in  pencil. 

Mr.  CuRLEY.  All  I  can  recall  with  reference  to  La  Rocca  was  that 
they  wrote  me  or  saw  me — I  think  they  saw  me — with  reference  to 
getting  their  money  back,  and  I  believe  I  wrote  to  Mr.  Fuller  and 
told  him  he  had  better  get  the  money  back  to  them,  that  it  didn't 
look  right  to  me. 

Mr.  Fulton.  And  the  checks  were  sent  back  through  you. 

Mr.  CuRLEY.  No,  no.    No  checks  were  sent  to  me  for  them. 

Mr.  Fulton.  What  does  this  mean  ?  "If  possible,  have  the  Gover- 
nor hold  these  two  checks  until  Thursday." 

Mr.  CuRLEY.  I  should  say  that  perhaps  that  might  mean  that  I 
would  get  hold  of  Mr.  La  Rocca,  or  his  brother,  and  ask  them  to 
hold  up  putting  tlie  checks  in  until  that  date.  I  had  nothing  further 
to  do  with  it.    I  didn't  do  anything  with  it. 

Mr.  Fulton.  And  they  did.  The  La  Eocca  Co.  and  the  Bishop 
Co. — the  two  that  you  mentioned  that  Mr.  Desmond  had  taken  up 
with  you — got  their  money  back,  did  they  not? 

Mr.  CuRLEY.  I  don't  know  whether  they  did  or  not.  I  assume  they 
did.    Otherwise  he  would  be  in  jail  on  that  count. 

Mr.  Fulton.  I  see.  Did  you,  as  president  of  the  company,  ask 
what  these  housing  deals  were  that  Fuller  was  having  with  Desmond 
and  his  clients 

Mr.  CuRLEY.  No ;  I  did  not. 

Mr.  Fulton.  Well,  as  president,  didn't  you  understand  that  under 
the  law  it  is  your  duty  to  manage  the  affairs  of  the  company? 

Mr.  CuRLEY.  I  should  say  that  I  am,  but  I  think  everybody  under- 
stood their  duty  was  to  allow  Fuller  to  run  the  job.  He  seemed  to 
know  more  about  it  than  anybody  else. 

Mr.  Fulton.  You  knew  that  a  corporation  officer  would  assume 
that  duty,  but  in  this  case  you  delegated  it  to  Mr.  Fuller? 
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Mr.  CuRLEY.  I  was  very  lax,  but  I  think  everj^body  was  very  lax. 
They  had  confidence  in  him. 

Mr.  Fulton.  Now  with  respect  to  the  Kalunite  deal  itself,  was  Mr. 
Alley  correct  in  stating  that  you  were  to  be  a  member  or  a  participant 
in  the  syndicate  which  was  to  acquire  that  company? 

Mr.  CuRLEY.  I  should  say  that  they  might  have  put  it  in  that  way. 
I  don't  recall. 

Mr.  Fulton.  Did  you  propose  to  put  any  funds  into  the  acquisition 
of  that  company  ? 

Mr.  Cui^LEY.  I  did  not. 

Mr.  Fulton.  Mr.  Alley  is  incorrect  in  asserting  that  you  were  to 
be  a  member  of  the  syndicate  ? 

Mr.  Curley.  Well,  I  should  assume  that  I  was  to  be  a  member  of 
it.  I  was  president  of  the  company.  But  so  far  as  getting  any 
revenue  was  concerned,  I  had  no  desire  or  intention.  It  put  me  on 
patriotic  motives  entirely. 

Mr.  Fulton.  What  patriotic  motive  would  be  involved  in  your 
acquiring  the  company,  as  distinct  from  Olin  Corporation  which 
already  owned  the  company? 

Mr.  Curley.  His  contention,  as  I  recall  it,  was  that  they  had  owned 
it  for  a  number  of  years,  perhaps  20  or  more  years,  and  were  never 
inclined  to  develop  it,  and  he  proposed,  with  the  associates  in  this 
group  that  I  mentioned  here,  to  take  it  over  with  the  Olins,  and  to 
develop  the  company  and  give  the  Government  the  benefit  of  that 
Kalunite,  which  he  contended  could  produce  aluminum  for  less  cost 
than  it  was  being  produced  by  the  Aluminum  Co.  of  America. 

Mr.  Fulton.  But  just  what  were  you  to  contribute  to  all  this? 

Mr.  Curley.  Simply  my  name. 

Mr.  Fulton.  In  what  way? 

Mr.  Curley.  As  a  member  of  the  corporation. 

Mr.  Fulton.  Was  it  proposed  to  issue  any  stock  or  anything  based 
on  that  name,  for  how  else  could  the  name  be  of  any  use? 

Mr.  Curley.  Well,  I  should  assume  that  it  would  be  the  natural 
thing  to  do,  but  it  never  got  to  that  stage,  because  they  never  got  any- 
where with  the  Kalunite. 

Mr.  Fulton.  Because  the  Olins  determined  not  to  sell. 

Mr.  Curley.  I  don't  know  whether  that  was  the  reason  or  not.  I 
think  the  Olins  wanted  some  money,  and  they  didn't  have  any  money. 
That  is  about  it.     Just  conversation. 

Mr.  Fulton.  But  you  at  no  time  discussed  or  expected  to  receive 
any  profit  whatever  from  that  syndicate  ? 

Mr.  Curley.  No,  sir ;  I  did  not. 

Mr.  Fulton.  No  matter  how  much  it  might  make? 

Mr.  CurleI^  No,  sir;  I  did  not. 

Mr.  Fulton.  And  you  understood  that  the  others  were  in  it  for  the 
purpose  of  profit,  did  you  not  ? 

Mr.  Curley.  I  have  learned  since  that  they  not  only  were  in  it  for 
profit,  but  that  they  were  taking  certain  sums  out  of  the  corporation 
wdiich  was  organized  right  along,  as  fees — legal  fees  and  otherwise. 

Mr.  Fulton.  And  who  were  they  who  were  taking  these  sums 
out? 

Mr.  Curley.  I  think  Mr.  Smith  told  me  yesterday  that  Mr.  Fitz- 
gerald and  the  attorney,  Mr.  Thach,  were  taking  money  out,  and  the 
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gentleman  who  testified  just  before  me  had  received  payments.  My 
understanding  is  that  General  Shinkel  was  hired  as  an  expert,  and 
he  received  money — and  Major  Hawkins — although  I  find  it  rather 
hard  to  believe,  because  they  are  very,  very  high-class  gentlemen,  both 
of  them  Army  men  with  a  high  sense  of  honor. 

Mr.  Fulton.  And  any  such  payments  were  made  without  your 
knowledge  or  approval  ? 

Mr.  CuELEY,  Without  my  knowledge  and  approval. 

]Mr.  Fulton.  As  a  matter  of  fact,  the  moneys  that  came  into  the 
companj^  were  brought  into  the  company  without  your  knowledge 
or  approval? 

INIr.  CuRLET,  Absolutely.  It  was  just  a  one-man  company.  Mr. 
Fuller  ran  the  company. 

Mr.  Fulton.  How  did  Mr.  Desmond  become  associated  with  this 
group?     Did  you  introduce  him? 

Mr.  CuRLEY.  No ;  I  think  Mr.  Desmond  came  over  himself. 

Mr.  Fulton.  How  did  he  first  learn  about  Fuller  ? 

Mr.  CuELEY,  I  don't  really  know  that. 

Mr.  Fulton.  But  you  know  you  did  not  introduce  him  ? 

Mr,  CuELEY.  I  am  quite  sure  I  did  not. 

Mr.  Fulton.  When  you  say  that  you  did  not  have  anything  to  do 
with  that  syndicate  as  a  member  of  it,  and  did  not  intend  to  subscribe, 
have  you  in  mind  this  telegram  which  you  sent  to  Mr.  Fuller? 

Mr.  CuELEY.  I  believe  that  is  the  telegram  that  Mr.  Fuller  sent  to 
me  and  asked  me  to  sign  it  and  send  it  on. 

Mr.  Fulton.  This  telegram  from  you  to  Mr.  Fuller  says : 

Received  partial  outline  syndicate  corporation  agreement  conditions.  I  will 
be  a  member  of  the  syndicate  corporation  and  will  sei've  also  as  officer  and 
director  of  the  Kalunite  Corporation  provided  my  subscription  agreement  with 
the  syndicate  corporation  and  the  syndicate  corporation  agreement  with  Kalunite 
and  the  formal  agreement  between  Ijuyers  and  sellers  of  Kalunite  are  approved 
by  me  and  my  attorneys,  and  will  meet  with  other  syndicate  members'  date  and 
place  convenient  to  all. 

(The  telegram  referred  to  was  marked  "Exhibit  Xo.  507"  and  is 
included  in  the  appendix  on  p.  535T.) 

Mr.  Fulton.  Does  that  refresh  your  recollection  that  you  did  intend 
to  participate  ? 

Mr.  CuRLEY.  No;  it  does  not.  I  would  say  that  that  is  simply  a 
telegram  probably  similar  to  the  ones  he  sent  to  other  members  of  the 
corporation  and  asked  them  to  sign  and  send  on  to  him  so  that  he 
might  carry  on  his  intentions  to  take  over  the  Olin  properties. 

IMr.  Fulton.  In  other  words,  he  sent  you  a  telegram,  asking  you 
to  send  it  to  him  ? 

Mr.  CuELEY.  That  is  right. 

Mr.  Fulton.  And  you  did? 

Mr.  CuELEY.  I  did. 

Mr.  Fulton.  Expecting  him  to  show  it  to  other  people? 

Mr.  CuELEY.  Exactly. 

Mr.  Fulton.  To  show  your  connection  with  it  ? 

Mr,  CuBLEY.  Exactly. 

Mr.  Fulton.  But  the  connection  that  was  to  be  set  forth  in  the 
telegram  was  not  the  true  connection  in  that  you  really  didn't  have 
any  such  position  in  it  and  didn't  intend  to  ? 
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Mr,  CuRLEY.  That  is  true. 

Senator  Ball.  Do  you  expect  us  to  believe  that,  Governor — that  you 
would  sign  a  telegram  making  statements  that  were  to  be  used  to 
prospective  buyers  of  something,  concerning  your  name,  and  you  knew 
the  statements  were  false  but  you  went  ahead  and  did  it? 

]Mr.  CuRLEY.  I  wouldn't  say  that  the  statements  were  false. 

Senator  Ball.  You  told  us  you  didn't  intend  to  put  up  anything  in 
the  syndicate. 

Mr.  CuRLEY.  That  is  true ;  I  didn't. 

Senator  Bali..  That  definitely  gives  the  impression  that  you  are 
going  to  subscribe  some  capital. 

Mr.  CuKLEY.  I  should  say  that  perhaps  it  might  have  been  careless- 
ness on  my  part  in  sending  it  along  that  way,  which  I  shouldn't  have 
done,  but  it  came  along  and  1  sent  it,  assuming  the  man  was  all  right, 
having  faith  in  him  and  confidence  in  him. 

Mr,  Fulton.  Wouldn't  this  lend  itself  to  a  possible  fraud  on 
others  b}^  making  them  think  you  were  interested  in  what  you  knew 
you  weren't  interested  in? 

Mr.  CuELEY.  I  rather  believe  it  would,  reading  it  now ;  yes. 

Mr.  Fulton.  Why  would  you  give  such  a  telegram  to  such  a  man 
without  knowing  what  his  use  might  be? 

Mr.  CuRLEY,  Well,  I  confess,  frankly,  I  don't  know  why  I  should. 

Mr.  Fulton.  Did  Mr.  Fitzgerald  ever  tell  you  that  he  went  so  far 
as  to  try  to  interest  the  committee  in  assisting  in  this  matter? 

Mr.  CuRLEY.  A  committee? 

Mr.  Fulton.  This  committee. 

Mr.  CuRLEY.  In  what  matters? 

Mr.  Fulton.  Did  he  ever  tell  you  that  he  had  telegraphed  us  with 
respect  to  the  Kalunite,  saying  that  the  Governor  and  he  were  seri- 
ously interested  in  this  project? 

Mr.  CuRLEY.  No,  sir;  he  did  not. 

Mr.  Fulton.  It  was  the  sending  of  that  telegram  to  one  of  the 
officials  of  the  committee  which  started,  in  turn,  the  train  of  events 
to  look  into  this. 

Mr.  CuRLEY.  No,  sir;  I  was  never  aware  of  that  being  done.  I 
think  he — Mr.  Fitzgerald — and  Mr.  Fuller  have  been  placed  in  a 
very  nice  position. 

Mr.  Fulton.  Did  you  authorize  him  to  send  that  kind  of  telegram  ? 

Mr.  CuRLEY.  Of  course  not. 

Mr.  Fulton.  In  Engineers  Group  generally,  you  said  you  acted  as 
president,  but  you  were  not  familiar  with  any  of  the  transactions? 

Mr.  CuRLEY.  Not  familiar  with  anything  but  the  Kalunite.  That 
was  the  only  thing  I  was  interested  in. 

Mr.  Fulton.  And  I  believe  that  in  your  statement,  which  you 
read  to  the  committee,  you  said  that  until  November  1941,  you  did 
not  even  know  that  the  Engineers  Group  had  any  other  business 
than  the  syndicate  to  acquire  Kalunite. 

Mr.  CuRLEY.  That  is  right. 

Mr.  Fulton.  But  you  did  know  about  this  Desmond  affair? 

Mr.  CuRLEY.  That  "is  right.  Yes;  I  did.  I  don't  know  what  time 
that  was. 

Mr.  Fulton.  In  connection  with  this  statement  of  November,  you 
must  have  learned  that  it  did  have  some  other  business.  What  did 
you  learn  in  November? 
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Mr.  CuELEY.  I  learned  that  they  were  offering  to  do  engineering 
work  for  various  building  contractors,  rendering  engineering  serv- 
ices for  a  consideration. 

Mr.  Fulton.  And  that  they  were  also  offering  engineering  serv- 
ices— and  I  am  quoting  from  your  statement 

Mr.  CuRLEY  (interposing).  Yes,  sir. 

Mr.  Fulton.  "To  persons  who  were  seeking  Federal  contracts." 
From  whom  did  you  learn  that? 

Mr.  CuRLEY.  I  say  I  heard  Mr.  Fuller  discuss  that  one  day  in  the 
office  when  I  was  there. 

Mr.  Fulton.  What  did  he  say? 

Mr.  CuRLEY.  He  said  they  were  going  to  get  certain  moneys  from 
the  F.  H.  A.  for  housing  construction. 

Mr.  Fulton.  Did  he  talk  about  any  other  things,  such  as  priori- 
ties, bids  on  Government  contracts,  purchases  of  fuel  injectors,  and 
various  other  things? 

Mr.  CuRLEY.  I  think  while  one  of  these  men  was  here,  he  did 
discuss  fuel  injectors.     I  mean  the  Eisman  Magneto  man,  Mr.  Brown. 

Mr.  Fulton.  What  was  Engineers  Group  to  do  in  that  connection? 

Mr.  CuRLEY.  I  believe,  sir,  they  were  to  get  contracts  for  them  for 
fuel  injectors. 

Mr.  Fulton.  Navy  contracts? 

Mr.  CuRLEY,  I  suppose  so ;  yes,  sir. 

Mr.  Fulton.  Did  he  ever  refer  to  any  connections  he  had  in  the 
Navy? 

Mr.  CuRLEY.  I  think,  as  I  recall  it,  I  did  hear  him  say  that  he  could 
get  those  contracts  without  any  trouble  at  all. 

Mr.  Fulton.  Did  he  mention  from  whom  ? 

Mr.  CuRLEY.  No ;  he  did  not. 

Mr.  Fulton.  And  was  it  that  which  aroused  your  suspicion  of  the 
company  ? 

Mr.  CuRLEY.  I  was  satisfied  it  wasn't  right  after  listening  to  those 
conversations. 

Mr.  Fulton.  I  didn't  understand. 

Mr.  CuRLEY.  I  was  satisfied  it  wasn't  right  after  listening  to  those 
conversations,  and  decided  to  get  out,  and  got  out. 

]Mr.  Fulton.  And  that,  as  stated  in  your  statement,  occurred  in 
November  1941  ? 

Mr.  CuRLEY.  Yes,  sir. 

Mr.  Fulton.  When  did  you  actually  get  out  ? 

Mr.  CuRLEY,  I  tendered  my  resignation  some  time  in  December,  but 
I  don't  believe  I  met  him  or  anybody  connected  with  him  during  the 
interim. 

Mr.  Fulton.  Did  you  ever  attend  any  directors'  or  stockholders' 
meetings  ? 

Mr.  CuRLEY.  I  think  I  attended  one  meeting,  where  I  drifted  in  and 
out,  over  in  New  York  on  Seventeenth  Street.  I  think  there  were  two 
or  three  present. 

Mr.  Fulton.  And  what  was  the  business  which  was  conducted  at 
that  meeting? 

Mr.  CuRLEY.  They  discussed  Kalunite,  the  prospects  of  building  a 
property,  and  the  use  of  it;  and  also  one  somewhere  in  Seattle.  I 
couldn't  see  where  they  were  getting  anywhere. 
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]\Ir.  Fulton.  Did  you  take  any  corporate"  action  of  any  kind  after 
you  discovered  in  November  that  he  purported  to  have  influence  with 
the  Navy? 

Mr.  CuRLET.  Any  action  ?    No ;  I  did  not. 

Mr.  Fulton.  I  show  you  photostat  of  minutes  of  a  meeting  of  De- 
cember 15, 1941,  purporting  to  bear  your  signature  and  ask  you  if  you 
recognize  the  signature. 

(Senator  Truman  resumed  the  chair.) 

Mr.  CuRLEY.  I  would  say  the  signature  is  all  right,  sir. 

(The  document  referred  to  was  marked  "Exhibit  No.  508"  and  is 
included  in  the  appendix  on  p.  5358.) 

Mr.  Fulton.  Then  as  late  as  December  15  you  were  acting  as  a  di- 
rector of  the  company  ? 

Mr.  Curley.  Yes,  sir. 

Mr.  Fulton.  In  connection  with  the  transaction  that  was  rendered 
necessary  by  reason  of  Everett  Hurt's  resignation  as  treasurer  and  the 
desire  to  get  a  new  treasurer — Donald  Wakefield  Smith  ? 

Mr.  CuKLEY.  That  is  right,  sir. 

Mr.  Fulton.  Why  did  you  continue  to  participate  in  this  company 
a  month  after  you  say  you  discovered  that  they  were  trying,  in  effect, 
to  place  contracts  for  persons  interested  in  contracts  with  the  Navy? 

Mr.  Curley.  I  suppose  it  was  pure  carelessness.     That  is  all. 

Mr.  Fulton.  No  other  reason? 

Mr.  Curley.  I  don't  know  any  other  reason. 

Mr.  Fulton.  You  were  taking  affirmative  action  here  in  assisting 
putting  a  new  treasurer  in  ? 

Mr.  Curley.  Yes,  sir. 

Mr.  Fulton.  Had  you  talked  with  that  new  treasurer  about  the 
business  of  the  company? 

Mr.  Curley.  I  had  not. 

Mr.  Fulton.  Had  you  talked  with  the  old  treasurer  about  why  he 
was  resigning? 

Mr.  Curley.  No  ;  I  did  not. 

Mr.  Fulton.  You  yourself  were  in  the  processof  considering  your 
rasiguation,  anyhow. 

Mr.  Curley.  I  had  been  considering  my  own  for  a  month — over  a 
month. 

Mr.  Fui.TON.  And  that  seemed  good  to  you. 

Mr.  Curley.  Exactly. 

Mr.  Fulton.  But  you  were  not  interested  in  asking  the  treasurer 
why  he,  likewise,  would  have  reasons  for  resigning? 

Mr.  Curley.  No  ;  I  did  not.  I  don't  even  know  now  what  his  rea- 
sons were  for  resigning. 

Mr.  Fulton.  But  you  would  lend  yourself  to  the  institution  of  a 
new  treasurer? 

Mr.  Curley.  Apparently  I  did. 

Mr.  Fulton.  Did  you  talk  with  Mr.  Thach  about  that  matter  at  that 
time  ? 

Mr.  Curley.  No  ;  I  don't  think  I  did. 

Mr.  FuLix)N.  Had  you  ever  talked  with  Mr.  Thach  about  the  busi- 
ness of  the  company  ? 

Mr.  Curley.  I  believe  I  did  talk  with  him  about  the  Kalunite,  and 
I  was  very  strongly  of  the  belief  that  they  were  going  to  be  able  to 
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develop  a  deposit  which  was  supposed  to  be  located  there.     I  don't 
know  whether  it  is  or  not. 

Mr.  Fulton.  And  had  Mr.  Thach  told  you  what  his  connection  was 
with  the  company  ? 

Mr.  CuELEY.  Mr.  Thach  seemed  to  be  one  of  the  guiding  spirits  of 
the  company.  ' 

Mr.  Fulton.  He  told  you  that  ? 

Mr.  CuRLET.  I  wouldn't  say  that  he  had  any  occasion  to  tell  me 
that. 

Mr.  Fulton.  How  was  he  introduced  to  you,  and  by  whom? 

Mr.  CuRLEY.  He  was  introduced  by  Mr.  Fuller  and  Bob  Thach, 
one  of  the  big  men  interested  in  the  company,  and  so  forth. 

INIr.  Fulton.  Without  referring  to  a  position  as  counsel  or  secre- 
tary or  director  or  stockholder  ? 

Mr.  CuRLEY.  He  was  the  attorney ;  I  think  he  said  he  was  the  attor- 
ney for  the  company. 

Mr.  Fulton.  Was  that  done  in  Mr.  Thach's  presence? 

Mr.  CuRLEY.  Yes,  sir. 

Mr.  Fulton.  Was  there  any  reference  to  a  stock  interest? 

Mr.  CuRiEY.  Not  that  I  know  of. 

Mr.  Fulton.  Or  a  director's  interest  ? 

Mr.  CuRLEY.  No,  sir. 

Mr.  Fulton.  Now,  I  understood  you  to  say  in  connection  with  this 
Fuller  transaction  about  the  brewery  stock  that  that  was  to  be  a  loan 
to  you  on  the  security  of  the  stock. 

Mr.  CuRLEY.  That  is  right,  but  not  from  him;  from  some  bank 
that  this  gentleman  here  was  interested  in — I  have  forgotten  his 
name. 

Mr.  Fulton.  But  definitely  it  was  not  to  be  a  loan  to  Mr.  Fuller? 

Mr.  CuRLEY.  Oh,  no. 

Mr.  Fulton.  On  your  stock  as  security  for  his  loan? 

Mr.  CuRLEY.  Simply  somebody  connected  with  some  other  bank- 
ing institution  that  might  make  a  loan  on  that  stock.  He  said,  "Why 
Mr.  Haskel  will  do  that  for  you;  be  glad  to." 

Mr.  Fulton.  Did  you  have  any  correspondence  with  Mr.  Everett 
Hurt? 

Mr.  CuRLEY.  Not  that  I  recall. 

Mr.  Fulton.  Well,  did  Mr.  Everett  Hurt  ever  inform  you  that 
Mr.  Fuller  was  trying  to  borrow  money  from  him  on  the  security 
of  your  stock? 

Mr.  CuRLEY.  No;  he  did  not. 

Mr.  Fulton.  And  did  you  ever  write  a  letter  to  Mr.  Hurt  telling 
him  that  if  he  loaned  the  money  to  Mr.  Fuller  on  the  security  of  your 
stock  that  you  would  repay  the  money  ? 

Mr.  CuRLEY.  Oh,  no;  I  don't  think  so.  I  just  asked  Mr.  Fuller 
to  place  that  in  some  bank  with  which  he  was  friendly  and  he  told 
me,  I  believe,  Mr.  Haskel  was  the  name  of  the  secretary  told  me  last 
night — he  made  out  the  check. 

The  Chairman.  The  committee  will  recess  until  2  o'clock  when  it 
will  continue  with  the  testimony  of  Governor  Curley. 

(Whereupon,  at  12 :  25  p.  m.  the  committee  recessed  until  2  p.  m. 
of  the  same  day.) 
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AFTEENOON    SESSION 

The  hearing  was  resumed  at  2  p.  m.,  Senator  Truman  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Fulton.  Mr.  Hurt? 

The  Chairman.  Do  you  solemnly  swear  to  tell  the  truth,  the  whole 
truth,  and  nothing  but  the  truth  in  the  testimony  you  are  about  to  give 
before  this  committee,  so  help  you  God  ? 

Mr.  Hurt.  I  do. 

TESTIMONY  OF  EVEEETT  R.  HURT,  GAITHERSBURG,  MD. 

CONNECTION  OF  EVERETT  R.  HURT  WITH  ENGINEERS'  GROUP,  INC. 

The  Chairman,  Give  your  full  name  and  connections  to  the  reporter. 

Mr.  Hurt.  Everett  R.  Hurt,  route  2,  Gaithersburg,  Md. 

Mr.  Fulton.  Mr.  Hurt,  did  you  hear  the  testimony  of  Governor 
Curley  at  the  close  of  this  morning's  session? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  With  respect  to  the  loan  transaction  ? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Was  tliat  testimony  true  as  you  knew  it? 

Mr.  Hurt.  Not  as  I  know  it ;  no,  sir. 

Mr.  Fulton.  Will  you  tell  us  the  facts  as  you  know  them? 

Mr.  Hurt.  The  facts  as  I  know  them  are  Mr.  Fuller  came  to  see  me 
with  some  Eldridge  Brewing  Co.  stock,  asking  me  would  it  be  pos- 
sible for  me  to  get  the  bank  to  loan  $6,000  on  this  stock  and  he  would 
give  me  a  personal  note,  payable  in  90  days,  with  the  privilege  of  one 
renewal  for  another  90  days,  and  a  couple  of  days  later  I  had  a  letter 
from  Mr.  Curley  stating  that  he  would  guarantee  the  payment  of  this 
loan  or  any  part  of  it  in  the  event  it  was  not  paid  at  the  date  of  final 
expiration. 

Mr.  Fulton.  Is  this  the  note  in  question  ? 

Mr.  Hurt.  Yes,  sir ;  that  is  the  note  Mr.  Fuller  gave  me. 

Mr.  Fulton.  Well,  Mr.  Fuller  was  giving  you  stock  wdiich  were 
stock  certificates  of  Governor  Curley's? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Asking  you  to  take  Fuller's  note' and  the  stock  as  se- 
curity for  Fuller's  note? 

Mr.  Hurt.  And  give  Fuller  the  money. 

Mr.  Fulton.  And  you  say  you  received  a  letter  from  Governor 
Curley? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Did  you  ever  receive  a  request  to  return  that  letter? 

Mr.  Hurt.  Not  from  Governor  Curley,  but  from  Mr.  Fuller. 

Mr.  Fulton.  And  did  you  return  the  letter? 

Mr.  Hurt.  Yes,  sir ;  registered. 

Mr.  Fulton.  How  did  you  receive  the  letter  from  Governor  Curley  ? 

Mr.  Hurt.  Straight  mail. 

Mr.  Fulton.  From  Boston  ? 

Mr.  Hurt.  From  Boston,  Mass. 

Mr.  Fulton.  And  before  you  returned  it,  did  you  make  a  copy  of  it  ? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Is  this  the  copy  of  it? 
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Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Would  you  personally  know  whether  that  was  Gov- 
ernor Curley's  signature  on  it  ? 

Mr.  Hurt.  No,  sir. 

Mr.  Fulton.  And  you  didn't  make  a  pliotostatic  copy  of  the  sig- 
nature ? 

Mr.  Hurt.  No,  sir. 

Mr.  Fulton.  For  all  you  know  it  may  have  been  a  forged  signature 
of  Governor  Curley's? 

Mr.  Hurt.  May  have  been ;  yes,  sir. 

Mr,  Fulton.  But  this  letter  simply  says : 

Mr.  Fuller  has  informed  me  that  he  has  asked  you  to  loan  him  for  3  months, 
with  the  privilege  of  renewal  for  a  like  period,  $6,000  on  certificate  No.  141  of  the 
Eidridge  Brewing  Co.,  a  Maine  corporation.  I,  the  undersigned,  agree  to  pay  the 
said  amount  or  portion  unpaid  of  said  amount  of  loan  at  the  expiration  of  the 
renewed  note  on  surrender  of  said  certificate  No.  141  to  me  in  the  event  Mr.  Fuller 
defaults  all  or  any  part  of  said  loan. 

(The  letter  referred  to  was  marked  "Exhibit  No.  509"  and  is  in- 
cluded in  the  appendix  on  p.  5359.) 

Mr.  Fulton.  Did  you,  however,  write  a  letter  to  Governor  Curley 
by  registered  mail? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  And  is  this  other  copy  a  copy  of  that  letter  ? 

Mr.  Hurt.  Yes,  sir,  I  just  saw  it;  that  is  it. 

Mr.  Fulton.  And  is  this  registered  mail  receipt  the  one  you  got 
back  ? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  As  being  receipt  for  that.  And  in  tliat  letter  to 
Governor  Curley  you  specifically  stated,  did  you  not  [reading]  : 

I  am  sorry  I  was  unable  to  favor  Mr.  Fuller. 

Mr.  Hurt.  Yes. 

Mr.  Fulton  (continuing)  : 

But  I  am  returning  herewith  stock  certificate  141  covering  100  shares  of 
Eidridge  Brewing  Co.,  Inc.,  of  $100  each. 

(The  letter  referred  to  was  marked  "Exhibit  No.  510"  and  is  in- 
cluded in  the  appendix  on  p.  5359.) 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Now  you  w^ere  treasurer  of  this  company;  were  you 
not? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  And  you  resigned  when? 

Mr.  Hurt.  In  the  early  part  of  December. 

Mr.  Fulton.  And  why  did  you  resign? 

Mr.  Hurt.  Well,  when  I  went  in  as  treasurer  it  was  understood 
I  would  be  relieved  immediately  and  I  had  been  wanting  to  resign 
for  quite  a  period  of  time  and  I  just  simply  quit. 

Mr.  Fulton.  I  believe  you  told  me  that  you  met  Fuller  in  re- 
sponse to  an  advertisement  that  you  put  in  the  paper  in  Atlanta,  Ga.? 

Mr.  Hurt.  Atlanta,  Ga.,  January  1940;  yes,  sir. 

Mr.  Fulton.  And  at  the  time  he  sold  encyclopedias? 

Mr.  Hurt.  About  7  months. 

Mr.  Fulton.  Ordinary  salesman? 

Mr.  Hurt.  Yes,  sir. 
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Mr.  Fulton.  And  you  next  heard  of  liim  when  he  was  in  jail  in 
Washington? 

Mr.  Hurt.  No,  sir;  he  was  in  Newport  News,  Va. ;  when  he  quit 
selling  the  encyclopedia  he  started  this  place  in  Virginia. 

Mr.  Fulton.  You  mean  that  housing  project  there? 

Mr.  HuET.  Yes,  sir. 

Mr.  Fulton.  And  then  subsequently  you  found  he  was  in  jail  ? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  And  you  visited  him  in  jail? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Did  j^ou  meet  anyone  else  in  jail  at  the  time  that 
Mr.  Fuller  was  there? 

Mr.  Hurt.  You  mean  in  jail  or  just  down  there? 

Mr.  Fulton.  I  mean  just  down  there. 

Mr.  Hurt.  I  met  Captain  Wilkinson  and  Mr.  Phillips. 

Mr.  Fulton.  But  none  of  tlie  others  whose  names  have  been  men- 
tioned ? 

Mr.  Hurt.  No,  sir. 

INIr.  Fulton.  At  any  time? 

Mr.  Hurt.  No,  sir. 

Mr.  Fulton.  And  did  you  assist  Mr.  Fuller  to  get  out  of  jail? 

Mr.  Hurt.  I  gave  him  money  to  repay  what  I  was  told  was  bum 
checks  that  he  had  issued  and  if  he  repaid  these  checks  they  would 
turn  him  loose. 

Mr.  Fulton.  And  how  much  did  you  advance? 

Mr.  Hurt.  A  total  of  around  $1,600. 

Mr.  Fulton.  With  any  security? 

Mr.  Hurt.  No,  sir. 

Mr.  Fulton.  With  any  evidence  of  indebtedness? 

Mr.  Hurt.  No,  sir. 

Mr.  Fulton.  In  cash  or  by  check? 

Mr.  Hurt.  Some  of  it  was  by  check  but  that  was  sent  to  the  people 
that  he  said  these  bad  checks  were,  and  the  checks  were  made  out  to 
the  people  where  he  had  these  bad  checks  and  the  rest  of  it  was  in 
cash  to  Jim  Fuller. 

Mr.  Fulton.  Why  did  you  advance  so  large  a  sum  to  a  man  whom 
you  knew  so  casually,  without  any  evidence  of  indebtedness  or 
security  ? 

Mr.  lluRT.  I  was  just  a  fool,  I  guess;  I  don't  know. 

Mr.  Fulton.  You  knew  he  was  in  jail? 

Mr.  Hurt.  I  knew  he  was  in  jail,  yes,  sir;  but  that  fellow  had 
something;  I  don't  know  what  it  is;  he  got  my  money. 

Mr.  Fulton.  Anyhow  you  permitted  yourself  to  become  treasurer 
of  the  company  ? 

Mr.  Hurt.  Yes,  sir ;  he  told  me  that  having  been  in  jail  he  couldn't 
open  a  bank  account  and  if  I  would  open  it  for  him  he  would  im- 
mediately have  me  replaced  as  treasurer. 

Mr.  Fulton.  You  opened  a  bank  account  in  the  name  of  Engineers 
Group  ? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  As  treasurer? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Although  it  has  since  turned  out  the  company  wasn't 
tlien  organized? 
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Mr.  Hurt.  That  is  right,  sir. 

Mr.  Fulton.  And  as  treasurer  you  drew  numerous  checks  on  the 
account  ? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Of  that  bank? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Did  you  know  what  the  checks  were  for  ? 

Mr.  Hurt.  No,  sir. 

Senator  Brewster.  What  is  your  business  experience,  Mr.  Hurt  ? 

Mr.  Hurt.  It  has  been  all  in  the  book  business. 

Senator  Brewster.  In  the  book  business? 

Mr.  Hurt.  Yes,  sir. 

Senator  Brewster.  In  just  what  phase  of  the  book  business? 

Mr.  Hurt.  Sales  manager,  salesman,  and  also  trying  to  run  a  com- 
pany of  my  own  at  one  time. 

Senator  Brewster.  What  concerns  have  you  been  connected  with? 

Mr.  Hurt.  Quite  a  few,  sir ;  I  have  been  with  the  Americana,  Grolier 
Society,  Encyclopedia  Brittanica. 

Senator  Brewster.  That  was  how  you  first  became  connected  with 
Mr. 

Mr.  Hurt.  Fuller ;  yes,  sir. 

Senator  Brewster.  In  connection  with  that  work. 

The  Chairman.  That  is  all,  Mr.  Hurt. 

Mr.  Hurt.  Could  I  make  one  statement?  It  was  stated  on  the 
stand  this  morning  that  I  had  met  ex-Governor  Curley.  I  have  never 
before  seen  that  man  in  my  life  until  I  was  in  this  place  this  morning. 

Mr.  Fulton.  Who  made  the  statement? 

Mr.  Hurt.  Governor  Curley. 

Mr.  Fulton.  You  never  saw  Governor  Curley  ? 

Mr.  Hurt.  Never  savr  him  before  in  my  life  until  today. 

Mr.  Fulton.  And  never  saw  Mr.  Alley  ? 

Mr.  Hurt.  Never  saw  Mr.  Alley  in  my  life  until  today. 

Senator  Brewster.  "Wlien  you  went  to  the  jail  to  see  Mr.  Fuller 
was  he  developing  this  possibility  at  that  time  ? 

Mr.  Hurt.  No,  sir. 

Senator  Brewster.  There  wasn't  any  discussion? 

Mr.  Hurt.  No,  sir. 

Senator  Brewster.  When  did  you  first  have  a  discussion  about 
the  company  ? 

Mr.  Hurt.  He  told  me — I  met  him  in  O'Donnell's  just  acci- 
dentally; he  was  in  there  and  I  walked  in.  He  told  me  about  all 
these  influential  people  he  was  with  and  he  was  going  to  make  a 
wonderful  come-back  and,  great  God,  and  so  forth,  was  going  to 
do  this,  that,  and  the  other,  and  he  was  going  to  show  his  wife  and 
his  friends  what  kind  of  a  man  he  could  be,  and  so  forth,  and  so  on. 

Senator  Brewster.  How  long  was  that  after  the  jail  episode? 

Mr.  Hurt.  I  imagine  that  was 'sometime  in  July,  and  I  can't  say 
whether  it  was  or  not,  but  I  think  it  Avas. 

Senator  Brewster.  And  were  both  the  Kalunite  and  housing  proj- 
ects discussed  at  any  time  with  you  ? 

Mr.  Hurt.  The  Kalunite,  I  heard  him  mention  it  one  time,  but  as 
far  as  any  discussion  of  it  I  knew  nothing  about  it. 

Senator  Brewster.  Your  dealing  was  entirely  with  the  Engineers 
Group,  Inc.  ? 
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Mr.  HuET.  That  is  right,  sir. 

Senator  Brewster.  And  they  were  interested  primarily  in  housing? 

Mr.  Hurt.  What  is  that? 

Senator  Brewster.  And  they  were  interested  primarily  in  housing? 

Mr.  Hurt.  As  I  understood  it  they  were  engineers  and  their  work 
consisted  entirely  of  supervising  and  doing  the  engineering  work  of 
projects. 

Senator  Brewster.  Promoting. 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Of  course,  you  had  talked  over  the  housing  deal  with 
Mr.  Fuller  before  that? 

Mr.  Hurt.  Before  that;  yes,  sir. 

Mr.  Fulton.  Along  similar  lines  to  that  you  heard  this  morning? 

Mr.  Hurt.  I  didn't  do  much  talking  over  with  him;  I  got  a  tele- 
gram from  him  and  I  didn't  see  him  for  weeks  and  weeks;  in  fact, 
I  had  only  seen  him  once  from  the  time  that  I  participated  in  that 
deal,  and  I  got  my  money  back. 

Mr.  FuLTc^N.  But  it  was  a  deal  whereby  you  were  to  put  up  some 
money  which  was  to  be  returned  unless  certain  contracts  for  hous- 
ing should  develop? 

Mr.  Hurt.  Yes,  sir. 

Mr.  Fulton.  Which  didn't  develop  and  you  got  your  money  back  ? 

Mr.  Hurt.  Yes,  sir. 

The  Cm^iRMAN.  That  is  all,  Mr.  Hurt.    Governor  Curley. 

TESTIMONY  OF  JAMES  M.  CURLEY,  BOSTON,  MASS.— Resumed 

CONNECTION   OF   JAMES    M.    CURI^Y   WITH   ENGINEERS'   GROUP,   INC. 

Mr.  FuLTON.  Could  you  clear  up  these  points? 

Mr.  Curley.  I  had  better  clear  up  Mr.  Hurt's  matter  first.  I 
don't  think  I  ever  did  meet  him.  Somebody  was  introduced  as  Mr. 
Hurt  to  me  there ;  it  must  have  been  somebody  else. 

Mr.  Fulton.  You  mean  someone  else  was  introduced  to  you  as 
Mr.  Hurt? 

Mr.  Curley.  Yes. 

Mr.  Fulton.  Did  you  ever  send  any  letter  to  Mr.  Hurt  of  which 
this  purports  to  be  a  copy  made  by  him  before  he  returned  it?^ 

Mr.  Curley.  I  should  judge  I  must  have,  Mr.  Chairman,  though  I 
had  forgotten  it. 

Mr.  ii  ULTON.  Does  that  refresh  your  recollection  that  the  stock  was 
being  put  up  for  a  loan  to  Fuller,  instead  of  to  you? 

Mr.  Curley.  No;  it  doesn't  refresh  my  recollection  on  that.  He  was 
to  place  the  stock — a  loan  on  the  stock  through  that  party,  whose  name 
I  mentioned  this  morning  here.  I  gave  a  slip  to  the  stenographer  here. 
It  was  the  original  statement  I  made  there,  Mr.  Haskel,  one  "1." 

Mr.  Fulton.  Haskel,  Schweers  &  Smith  ? 

Mr.  Curley.  Yes,  sir. 

Mr.  Fulton.  Schweers  &  Smith  were  one  of  the  contractors  referred 
to  by  Mr.  Alley  as  his  client? 

Mr.  Curley.  I  heard  that. 

Mr.  Fulton.  Does  that  mean,  then,  you  had  met  Mr.  Haskel? 

Mr.  Curley.  I  never  met  Mr.  Haskel. 


Supra,  p.  5132,  and  Exhibit  No.  509,  appendix,  p.  5350. 
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Mr.  Fulton,  AVliere  had  you  heard  about  him  ? 

Mr.  CuRLEY.  Mr.  Fuller  said  he  AYOuld  place  that  loan  through  Mr. 
Haskel,  go  to  Mr.  Haskel's  bank  on  that  Eldridge  Brewing  stock. 

Mr.  Fll'ion.  And  instead  of  that  he  heard  later  from  him  that  he 
was  dealing  with  Mr.  Hurt  ? 

Mr.  CuRLEY.  I  haven't  any  recollection  of  that  at  all,  but  the  letter 
would  indicate  that  I  must  have. 

Mr.  Fulton.  You  have  no  recollection  of  receiving  this  by  registered 
mail,  the  return  of  your  stock,  because 

Mr.  CuRLEY  (interposing).  I  do,  I  recall  the  stock  being  returned, 
100  shares  I  believe  it  was,  or  200 ;  I  don't  know  which ;  and  later  I 
went  down  and  got  the  balance  of  it. 

Mr.  Fulton.  And  in  that  same  connection  the  letter  enclosing  the 
stock,  for  which  this  is  the  receipt,  referred  to  Mr.  Hurt  saying  he 
w^as  sorry  he  was  unable  to  favor  Mr.  Fuller,  so  I  mean  you  were 
apprised,  were  you  not,  that  he  was  trying  to  borrow  that — Fuller 
was  trying  to  borrow  money? 

Mr.  CuRLEY.  I  think  Fuller  was  trying  to  borrow  on  my  stock. 
That  is  about  the  way  I  look  at  it ;  that  is  the  only  way  I  can  see  it. 

Mr.  Fulton.  And  had  you  told  Mr.  Hurt  in  the  other  letter  you 
were  walling  to  guarantee  the  payment  of  the  note  if  he  loaned  it 
to  Mr.  Fuller,  had  you  not  ? 

Mr.  CuRLEY.  I  should  judge  I  might  have;  it  says  so  there;  yes,  sir. 

Mr.  Fulton.  Now  the  difficulty  is  I  could  ask  several  times  yester- 
day and  again  today  as  to  whether  you  were  positive  that  you  had 
never  even  discusseed  or  heard  of  any  transaction  of  Fuller  borrow- 
ing money  on  your  stock. 

Mr.  CuRLEY.  I  am  positive  on  that  subject,  sir,  that  my  instructions 
to  him  were  he  was  to  raise  money  on  that  stock  through  some  friend 
of  his  associated  with  some  bank  for  me,  not  for  himself.  He  was 
to  have  no  participation  in  it. 

Mr.  Fulton.  He  was  to  make  his  ow^i  note  and  you  were  to  guaran- 
tee his  note ;  isn't  that  the  effect  of  this  ? 

Mr.  CuRLE.Y  I  suppose  it  would  be ;  yes,  sir. 

Mr.  Fulton.  Then  you  were  in  effect  trusting  him  not  only  w^ith 
your  stock  but  with  the  proceeds  of  the  note  on  which  you  would  be 
liable  ? 

Mr.  CuRLEY.  I  was  just  as  simple  as  anj^bocly  else  in  the  trans- 
action, I  should  say,  "yes." 

Mr.  Fulton.  What  was  he  to  do  with  the  money,  the  $6,000  that  he 
was  to  raise  that  way  on  your  security? 

Mr.  CuELEY.  He  was  to  turn  it  over  to  me  if  he  raised  it,  I  suppose. 

Mr.  Fulton.  Why  couldn't  you  raise  that  money  directly  yourself 
on  your  own  note? 

Mr.  CuRLEY.  Well,  the  stock  was  not  a  listed  stock;  the  brewery 
had  been  through  77-B,  getting  back  on  its  feet;  just  out  of  the — 
there  wasn't  a  bank  that  would  venture  on  it  in  Massachusetts  or 
New  Hampshire,  either. 

Mr.  Fulton.  And  so  you  were  dealing  through  Mr.  Fuller  with 
him? 

Mr.  Curley.  That  is  it. 

Mr.  Fulton.  Now  outside  of  that,  did  you  ever  have  any  personal 
dealing  of  any  kind  with  Mr.  Fuller? 
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Mr,  CuRLEY.  No;  I  loaned  him  my  car  a  couple  of  times  when  he 
came  to  Boston;  took  him  to  dinner  and  paid  the  check;  those  are 
about  the  only  personal  things  I  know. 

Mr.  Fulton.  But  you  never  had  any  other  occasion  to  receive  any 
money  of  any  kind  ? 

Mr.  CuRLEY.  I  never  received  any  money  from  him  in  my  life  and 
don't  know  of  anybody  else  that  ever  did,  either. 

The  Chairman.  He  was  the  receiver,  himself. 

Mr,  CuRLEY.  He  was  receiver  general  and  took  it  all. 

Mr.  Fulton.  Did  you  ever  ask  him  for  any  money  ? 

Mr.  CuRLEY.  I  did  not,  except  to  arrange  to  borrow  that  money 
I  spoke  of  on  securities. 

Mr.  Fulton.  You  are  sure  of  that? 

Mr.  Curley.  Yes,  sir.  I  asked  him  for  $3,500  that  time  to  get  a 
loan  on  the  stock. 

Mr.  Fulton.  Is  this  your  signature  on  this  letter  asking  for  $2,000? 

Mr.  Curley.  That  was  about  the  time  of  that  stock,  yes,  sir;  that 
is  right. 

Mr.  Fulton.  Did  you  get  the  $2,000? 

Mr.  Curley.  That  was  to  be  got  out  of  the  stock  he  was  to  raise 
the  money  on  ?     I  did  not. 

Mr.  Fulton,  Will  you  look  at  the  letter  ? 

Mr.  Curley.  He  sent  over  a  check  for  $3,500  and  the  check  bounced 
back  twice. 

Mr.  Fulton.  And  will  you  look  at  the  other  letter  and  see  if  Ful- 
ler was  not  sending  you  his  personal  check  for  $2,000  ? 

Mr.  Curley.  He  never  paid  that  other,  sir;  he  never  paid  it. 

Mr.  Fulton.  But  he  did  send  you  a  check  for  $2,000  ? 

Mr,  Curley.  He  sent  a  check,  I  believe,  to  this  mine  I  was  inter- 
ested in  at  Winnemucca,  or  at  least  he  said  he  sent  a  check,  but  he 
never  sent  the  check. 

Mr.  Fulton.  You  asked  him  for  it  but  he  never  sent  it  ? 

Mr.  Curley.  I  asked  him  to  send  a  check  for  $2,000  and  I  would 
pay  him  later  when  I  got  back  to  Washington,  but  he  never  sent  it, 
but  he  notified  me  he  had  sent  it. 

Mr.  Fulton,  And  this  is  a  tranaction  that  had  nothing  to  do  with 
this  brewing  transaction? 

Mr,  Curley,  Not  at  all. 

Mr.  Fulton.  Did  it  escape  your  recollection  when  you  answered 
a  few  minutes  ago  that  you  had  no  other  transaction  ? 

Mr.  Curley.  Just  the  same  as  the  money  escaped  the  group  and  Win- 
nemucca. 

Mr.  Fulton.  You  say  in  your  letter  to  Mr.  Fuller  on  September  19, 
which  you  have  identified : 

Dear  Friend:  I  have  wired  the  First  National  Bank  at  Winnemucca  that  check 
has  been  mailed  to  them.    Kindly  send  your  check  for  $2,000  as  agreed  and  reply. 

And  he  replies  the  next  day  with  a  letter  to  the  First  National  Bank 
at  Winnemucca,  Nev. : 

I  am  enclosing  herewith  my  check  for  $2,000  as  per  instructions  from  the  Hon- 
orable James  M.  Curley.  I  presume  you  have  received  instructions  as  to  the  dis- 
position of  these  funds. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  511  and  512" 
and  are  included  in  the  appendix  on  p.  5360.) 
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Mr.  Fulton.  Now,  what  was  tliat  transaction? 

Mr.  CuRLEY.  I  owed  some  money  to  the  Gould  Co.,  of  San  Francisco, 
on  mining  machinery  in  the  mine  I  was  interested  in  in  Winnemucca, 
and  they  notified  me  unless  they  got  immediate  payment  of  $2,000  that 
they  would  remove  the  machinery.  I  asked  him  to;  he  said  he  would; 
said  he  did ;  but  I  guess  it  is  one  of  the  bouncing  checks. 

Mr.  Fulton.  Then  I  take  it  this  Winnemucca  was  a  private  propo- 
sition of  yours  in  which  you  owed  money  ? 

Mr.  CuRLEY.  That  is  right. 

Mr.  Fulton.  And  you  asked  Fuller  to  pay  $2,000  on  your  indebted- 
ness there  ? 

Mr.  CuKLEY.  Yes,  sir ;  for  which  I  would  pay  him  .back  later.  He 
notified  me  he  had  sent  it,  but  the  bank  notified  me  they  had  never 
received  it. 

Mr.  Fulton.  Now,  when  you  addressed  Mr.  Fuller,  you  addressed 
"James  Fuller,  Engineers  Group."  Did  you  expect  the  Engineers 
Group  to  put  up  that  $2,000  ? 

Mr.  CuRLEY.  I  expected  Mr.  Fuller  to  do  it,  since  I  wrote  to  him, 
simply  borrowing  money  or  trying  to  borrow  money. 

Mr.  Fulton.  What  reason  did  you  have  to  suppose  Mr.  Fuller  had 
any  money? 

Mr.  Cueley.  Well,  he  never  talked  in  amounts  less  than  one  million, 
usually  one. hundred  million. 

Mr.  Fulton.  What  security  did  you  propose  to  give  him  for  the 
loan  ? 

Mr.  CuRLEY.  Wasn't  going  to  give  him-  any  security ;  going  to  pay 
him  back  the  next  time  I  went  to  Washington. 

Mr.  Fulton.  Did  you  enclose  any  note? 

Mr.  CuRiEY.  I  did  not,  that  I  know  of,  no,  sir;  I  didn't. 

Mr.  Fulton.  From  what  source  were  you  going  to  pay  it  back,  if 
you  didn't  then  have  it  to  pay  yourself  ? 

Mr.  CuRLEY.  Well,  I  do  business  once  in  a  while  and  make  some 
money. 

Mr.  Fulton.  What  source  did  you  have  in  mind  on  the  19th  of  Sep- 
tember ? 

Mr.  CuRLEY.  I  couldn't  say  any  more  then  than  I  could  on  the  1st  of 
July  or  just  now. 

Mr.  Fulton.  But  you  do  know  on  the  19th  of  September  1941,  you 
Iiad  a  then  expectancy  within  a  few  days  of  receiving  $2,000  from  some 
source  ? 

Mr.  CuRLEY.  Surely. 

Mr.  Fulton.  To  pay  back  to  Mr.  Fuller? 

Mr.  CuRLEY.  That  is  right. 

Mr.  Fulton.  Could  you  refresh  your  recollection  and  later  inform 
us  as  to  what  that-source  was  that  you  expected  the  $2,000  from? 

Mr.  CuRLEY.  I  suppose  I  might  have  sold  some  security  I  had  or  bor- 
rowed it  off  a  friend  or  sold  a  bit  of  real  estate. 

Mr.  Fulton.  If  you  were  going  to  borrow  money  from  Fuller  and 
you  had  to  borrow  money  from  somebody  else  to  pay  Fuller,  why  not 
borrow  from  the  other  person  first  ? 

Mr.  CuRLEY.  I  supposed  Mr.  Fuller  would  have  it ;  he  always  talked 
in  large  figures. 

Mr.  Fulton.  You  did  intend  to  pay  him  back? 

Mr.  Curley.  Surely, 

311932— pt.  12 13 


5140  INVESTIGATION  OF  THE  NATIONAL  DEFENSE  PROGRAM 

Mr.  Fulton.  Then  you  couldn't  have  intended  to  pay  it  back  from 
another  borrowing  because  you  could  just  as  easily  make  that  other 
borrowing  then,  couldn't  you  ? 

Mr.  CuELEY.  I  might  have ;  it  might  not  have  been  quite  as  easy  as 
that. 

Mr.  Fulton.  As  a  matter  of  fact,  did  you  ever  discuss  with  anybody 
this  Winnemucca  transaction? 

Mr.  CuKLEY.  I  think  I  discussed  it  with  Mr.  Fuller. 

Mr.  Fulton.  With  anyone  else? 

Mr.  CuRLEY.  You  mean  over  here?  I  think  I  discussed  it  with 
George  Eichelberger. 

Mr.  Fulton.  And  what  was  the  nature  of  your  discussion  with 
George  Eichelberger? 

Mr.  CuRLEY.  Trying  to  induce  him  to  invest  some  money  in  it. 

Mr.  Fulton.  And  George  Eichelberger  was  a  New  York  attorney, 
I  take  it? 

Mr.  CuRLEY.  Yes,  sir. 

Mr.  Fulton.  Who  introduced  you  to  George  Eichelberger? 

Mr.  CuRLEY.  I  met  him  many  years  ago  coming  across  from  Europe. 

Mr.  Fulton.  Did  Fuller  introduce  you  to  him  ? 

Mr.  CuELEY.  No,  no ;  he  didn't  have  to,  but  I  met  him  with  Fuller. 

Mr.  Fulton..  You  met  him  with  George  Eichelberger  ? 

Mr.  CuRLEY.  At  the  time  the  Kal unite  was  being  discussed. 

Mr.  Fulton.  Did  Fuller  bring  Eichelberger  to  you  or  "did  you  go 
to  Eichelberger? 

Mr.  CuRLEY.  I  was  invited  to  attend  a  meeting  at  the  Sherry- 
Netherlancl  in  New^  Yorlc,  the  two  Eichelbergers  were  there,  Frank 
and  George.     Had  breakfast  together  and  discussion. 

Mr.  Fulton.  Was  that  the  time  Mr.  Fitzgerald  introduced  Mr. 
Fuller  to  you? 

Mr.  CuELEY.  No,  no;  Mr.  Fitzgerald  introduced  him  to  me  some- 
time in  July  or  August,  I  believe  it  was  July,  probably. 

Mr.  Fulton.  When  he  did  introduce  you  to  Mr.  Fuller,  Mr.  Eichel- 
berger was  not  present? 

Mr.  CuRLEY.  No,  he  was  not;  no. 

Mr.  Fulton.  Nor  was  he  present  during  that  day  at  all? 

Mr.  CuRLEY.  No,  sir. 

Mr.  Fulton.  Now  did  you  have  any  other  transactions  of  any 
kind  whatever  with  Mr.  Fuller  or  which  you  referred  to  him? 

Mr.  CuELEY.  I  don't  recall  any,  sir. 

Mr.  Fulton.  You  don't  recall  any  at  all  ? 

Mr.  CuRi^Y.  No;  I  do  not. 

Mr.  Fulton.  Or  any  that  anyone  even  discussed  with  you  where 
he  mentioned  the  name  Fuller? 

Mr.  CuRLEY.  Well,  I  wouldn't  say,  sir;  I  don't  really  know. 

Mr.  Fulton.  Do  you  know  Mr.  Morton  H.  INIorganstern,  of 
Watertown  ? 

Mr.  CuRLEY.  I  do. 

Mr.  Fulton.  Do  you  recall  the  transaction  of  500,000  pairs  of 
trench  shoes  ? 

Mr.  CuELEY.  I  recall  Mr.  Morganstern  asked  me  if  I  knew  anybody 
that  might  dispose  of  those  shoes  for  him. 

Mr.  Fulton.  Those  were  shoes  he  was  desirous  of  selling  to  some 
one  of  the  South  American  countries  that  he  couldn't  sell  to  the 
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United  States  Government,  that  he  had  already  sold  the  Greek  Navy 
at  $1.44  a  pair  but  the  order  was  canceled  after  Germany  entered 
Greece.  Had  several  other  similar  propositions  that  some  money 
could  be  made  on  if  the  right  contacts  were  made.  On  your  stationery 
with  the  initials  L.  W.  C.  and  "A  memorandum  for  the  Governor." 
WIio  is  L.  W.  C.  i 

Mr.  CuRLEY.  My  secretary,  Lawrence  Costello. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  513"  and 
is  included  in  the  appendix  on  p.  5360.) 

Mr.  Fulton.  Does  that  refresh  your  recollection  you  had  such  a 
transaction? 

Mr.  CuELEY.  I  recall  this  man  Morganstern. 

Mr.  Fulton.  What  happened  with  respect  to  Mr.  Morganstern? 

Mr.  CuRLEY.  Mr.  Morganstern,  as  far  as  I  could  learn,  didn't  have 
any  shoes;  he  was  like  Mr,  Fuller,  he  didn't  have  any  Kalunite. 

Mr.  Fulton.  He  had  an  option,  did  he  not? 

Mr.  CuRLEY.  I  don't  think  he  had  anything.  Half  a  dozen  persons 
wanted  to  buy  the  shoes  and  he  never  could  produce  them. 

Mr.  Fulton.  With  respect  to  those  shoes,  what  steps  did  you 
take  ? 

Mr.  CuRLEY.  I  think  I  may  have  given  the  note  over  to  Mr.  Fuller. 

Mr.  Fulton.  Why  didn't  you  mention  that  when  we  asked  if  you 
had  any  other  transaction  ? 

Mr.  CuRLEY.  I  didn't  recall  it;  I  can't  recall  everything,  sir. 

Mr.  Fulton.  You  gave  several  notes,  didn't  you  ? 

Mr.  CuRLEY.  I  might  have. 

Mr.  Fulton.  You  recall  that  you  said  in  all  your  experience  with 
him  you  probably  never  had  more  than  six  letters  ? 

Mr.  Curley.  That  is  true ;  I  said  six  or  a  dozen. 

Mr.  Fulton,  xind  that  you  destroyed  those.  Did  you  give  a  letter 
to  Mr.  Fitzgerald,  that  is  to  Mr.  Morganstern  directed  to  Mr.  Fitz- 
gerald, introducing  Mr.  Morganstern  ? 

Mr.  Curley.  Instead  of  to  Fuller? 

Mr.  Fulton.  Yes. 

Mr.  Curley.  I  don't  really  know ;  I  probably  did. 

Mr.  Fulton.  Is  this  your  signature  on  this  letter  ? 

Mr.  Curley.  If  it  reads  to  Mr.  Fitzgerald  I  will  say  "yes,"  without 
looking  at  it. 

Mr.  Fulton.  I  would  prefer  that  you  look  at  it  because  there  has 
been  a  contention  by  many  that 

Mr.  Curley.  That  is  right. 

(The  letter  referred  to  was  marked  "Exhibit  No.  514"  and  is  in- 
cluded in  the  appendix  on  p.  5361.) 

Mr.  Fulton.  Mr.  Morganstern  wrote  Mr.  Fuller  saying  that  "the 
Governor  told  me  that  he  spoke  to  you  last  evening  and  you  said  you 
would  pay  for  the  overshoes  and  for  invoice  to  close  on  Monday  next."^ 
Then  there  is  a  whole  series  of  letters.  "I  spoke  to  my  friend,  the 
Governor,  this  evening  and  he  advised  me  to  take  this  package  to  you 
to  the  hotel,  rather  than  mail  it."-  That  is  a  letter  to  Mr.  Fuller. 
What  package  was  that? 

Mr.  Curley.  I  don't  know  unless  it  was  a  sample  of  the  shoes  he 
didn't  own. 

Mr.  Fulton.  Why  would  you  ask  him  to  have  the  package  taken 
to  the  hotel  rather  than  mailed  ? 

1  Exhibit  No.  515,  appendix,  p.  5361. 

^  Exhibit  No.  517.  appendix,  p.  53G2. 
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Mr.  CuRLET.  I  can't  tell  you  that. 

Mr.  Fulton.  Do  you  recall  asking  him  to  do  that? 

Mr.  CuRLEY.  No,  I  don't,  but  I  probably  did  if  you  say  so. 

Mr.  Fulton.  I  don't  say  so. 

Mr.  CuRLEY.  If  the  letters  say  so. 

Mr.  Fulton.  Mr.  Morganstern's  letter  to  Mr.  Fuller  says  so. 

Mr.  CuELEY.  I  should  judge  that  is  correct. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  515  to  518" 
and  are  included  in  the  appendix  on  pp.  5361-5362.) 

Mr.  Fulton.  And  then  there  is  another  one  [reading  from  Exhibit 
No.  516] : 

Dear  Mr.  Fuller:  In  speaking  with  you  today  while  with  the  Governor  I 
learned  that  you  could  not  be  in  Boston  today  to  examine  the  overshoes. 

Then  it  goes  on  to  talk  about  another  transaction.  Now  did  you 
have  any  other  transaction  that  you  discussed  with  Mr.  Morganstern? 

Mr.  CuELEY.  I  think  Mr.  Morganstern  turned  out  to  be  an  itinerant 
vendor  of  about  everything  under  the  sun,  but  he  hadn't  anything  like 
Mr,  Fuller  himself. 

Mr.  Fulton.  What  was  the  other  transaction?  Wliat  were  the 
other  transactions  that  you  talked  about? 

Mr.  CuKLEY.  As  I  recall  I  think  he  had  some  steel  disks,  but  he 
never  did  anything  with  them ;  he  never  did  anything  with  anything 
as  far  as  I  can  discover. 

Mv.  Fulton.  What  was  your  interest  in  these  transactions? 

Ml-.  CuRLEY.  I  am  national  committeeman  from  Massachusetts  and 
I  am  going  to  resign  just  as  quickly  as  I  can.  I  have  become  a  glori- 
fied errand  boy  for  about  everj^one  inider  the  sun. 

INIr.  Fulton.  You  weren't  acting  as  national  committeeman  in  do- 
ing this? 

Mr.  CuRLEY.  I  certainly  was  carrying  out  any  requests  any  con- 
stituent might  make.     I  have  been  doing  it  too  long. 

Mr.  Fulton.  And  in  acting  as  president  of  Engineers  Group  you 
considered  that  you  were  acting  only  in  accordance  with  your  duties 
as  national  committeeman. 

Mr.  CuRLEY.  I  don't  think  that  is  hardly  a  fair  question. 

Mr.  Fulton.  I  am  trying  to  understand  because  these  are  trans- 
actions with  the  head,  that  is  the  executive  vice  president,  junior  only 
to  you  in  Engineers. 

Mr.  CuRLEY.  I  suppose  you  get  requests  of  about  25  or  50  different 
people  a  ^\eek,  this  thing,  that  thing,  and  the  other  thing.  I  usually 
send  them  along  to  the  Congressman  or  Senator,  sometimes  go  ahead. 

Mr.  Fulton.  But  this  Mr.  Fuller  was  not  a  Senator  or  Congress- 
man. 

Mr.  CuRLEY.  I  appreciate  that  and  thank  God  for  it. 

Mr.  Fulton.  Wliat  I  had  in  mind  is  why  were  you  taking  these 
matters  up  through  him  with  respect  to  that.  That  certainly  had 
nothing  to  do  with  the  national  committee. 

Mr.  CuRLEY.  I  should  assume  that  I  took  it  up  with  him  because  I 
believed  he  had  the  connections;  he  claimed  he  had  and  put  them 
across  and  selling  them. 

Mr.  Fulton.  In  other  words  Engineers  Group  was  goin^  to  assist 
Mr.  Morganstern  in  disposing  of  these  articles,  shoes,  and  various  other 
things  ? 
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Mr.  CuRLEY.  I  didn't  say  that.  I  said  Mr.  Fuller  himself  person- 
ally was  going  to  do  it. 

Mr.  Fulton.  And  you  had  no  interest  in  it  at  all  ? 

Mr.  CuRLEY.  No;  I  had  none. 

Mr.  Fulton.  No  financial  interest  in  whatever  might  be  made? 

Mr.  CuRLEY.  Nothing  was  ever  made  on  any  of  them  as  far  as  1 
know. 

Mr.  Fulton.  Did  you  ever  take  any  action  with  respect  to  this 
question  of  brass  that  he  raised? 

Mr.  CuELEY.  Brass  ?  I  said  steel  disks.  It  might  have  been  brass 
disks ;  there  wouldn't  be  such  a  thing  as  steel  disks  anyway. 

Mr.  Fulton.  He  said : 

This  is  material  of  the  very  best  quality  for  ammunition  and  is  owned  by  a 
foreign  government.  On  account  of  the  conditions  abroad  it  could  not  be  shipped, 
but  it  is  not  junli  or  scrap  and  is  a  product  of  the  American  Brass  Co.  Brass 
can  be  examined  and  appi'oved  and  is  all  guaranteed  A,  No.  1  quality.  If  you 
are  a  buyer  or  have  a  buyer,  vphy  not  try  to  get  together  on  this  lot?  It  is  perfect 
merchandise  in  every  respect. 

(The  letter  referred  to  was  marked  "Exhibit  No.  519"  and  is  in- 
cluded in  the  appendix  on  p.  5363.) 

Mr.  Fulton.  That  letter  was  written  to  Fuller  and  it  gives  some 
prices  on  here,  30  cents  a  pound,  32  cents  a  pound,  23  cents  a  pound. 
Did  they  inform  you  of  the  prices  ? 

Mr.  duRLEY.  I  didn't  know  anything  about  the  prices. 

Mr.  Fulton.  Were  those  the  prices  which  could  legally  be  asked 
in  the  United  States  for  that  brass  ? 

Mr.  CuRLEY.  I  don't  really  know,  but  as  far  as  I  know  Mr.  Morgan- 
stern  never  sold  anything  and  never  had  anything. 

Mr.  Fulton.  But  the  proposal  that  he  had  in  mind  was  to  sell  some 
brass  suitable  for  ammauiition  purposes? 

Mr.  CuRLEY.  I  should  say  so ;  yes. 

Mr.  Fulton.  And  at  that  time  the  Governmerit  had  some  priority 
and  selling  prices  on  brass,  did  it  not?  Was  there  ever  any  discussion 
of  those  ? 

Mr.  CuRLEY.  No ;  I  don't  recall. 

Mr.  Fulton.  Why  couldn't  they  have  been  sold  directly  without 
interesting  Mr.  Fuller  in  it  ? 

Mr.  CuRLEY.  I  don't  know,  unless  they  were  of  the  opinion  Mr. 
Fuller  could  put  it  over  and  nobody  else  could. 

Mr.  Fulton.  He  didn't  know  Mr.  Fuller  until  you  introduced  him? 

Mr.  CuRLEY.  That  is  right. 

Mr.  Fulton.  Was  it  your  opinion  Mr.  Fuller  could  put  it  over  and 
no  one  else  could  ? 

Mr.  CuRLEY.  No ;  I  wouldn't  say  that.  I  think  somebody  else  might 
have  done  it. 

Mr.  Fulton.  Why  would  there  be  any  problem  about  disposing  of 
brass  during  a  shortage  ? 

Mr.  CuRLEY.  T  can't  tell  you  that ;  I  don't  know ;  all  I  know  is  as 
I  recall  Morganstern  came  and  said  he  had  these  shoes  and  brass 
disks  and  numerous  other  things,  and  I  suppose  to  get  rid  of  him  I 
sent  him  along  to  Fitzgerald  and  had  Fitzgerald  send  him  along  to 
Fuller  to  get  him  off  my  back. 

Mr.  Fulton.  Didn't  Mr.  Fuller  send  you  a  telegram  about  this 
brass,  about  Morganstern's  brass  ? 
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Mr.  CuRLEY.  He  might  have. 

Mr.  Ftjlton.  You  don't  recall  an}'^  telegram? 

Mr,  CuELEY.  Yes;  I  do  recall  something  on  it  but  he  never  did  any- 
thing on  it,  never  anything  done. 

Mr.  Fulton.  Have  you  ever  seen  this  telegram  ? 

Mr.  CuRLEY.  Yes,  sir;  I  am  quite  sure  I  did:  I  think  it  was  one 
of  this  group  here  that  he  told  me  one  day  were  looking.  I  don't 
know  who  the  devil  it  was  here. 

Mr.  Fulton.  If  you  will  look  at  the  signature  and  telegram  you 
will  see  Fuller  was  not  acting  individually  but  that  he  was  signing 
it  on  behalf  of  the  Engineers  Group  of  which  you  were  president? 

Mr.  CuRLEY.  I  see  that  but  that  can't  be  so.  I  think  mj^self  he  was 
to  sell  that  personally  to  Western  Cartridge  Co.  and  somebody  on 
this  list  was  an  official  of  that  company. 

(The  telegram  referred  to  was  marked  "Exhibit  Xo.  520"  and  is 
eluded  in  the  appendix  on  p.  5363.) 

Mr.  Fulton.  You  think  it  was  for  the  account  of  this  company 
of  which  you  were  president? 

Mr.  CuRLEY.  No,  sir ;  it  w^as  not.     I  would  say  that  positively. 

Mr.  Fulton.  And  also  the  telegram  refers  to  the  fact  that  the 
Western  Cartridge  were  only  paying  19%  cents  a  pound,  which  was 
only  a  fraction  of  the  price  that  M^as  being  discussed  here.  Now  are 
you  sure.  Governor,  there  was  no  discussion  of  selling  brass  at  more 
than  the  set  prices  to  people  who  might  perhaps  have  special  uses 
for  it? 

Mr.  CuRLEY.  I  wouldn't  say  that ;  I  wouldn't  know  that. 

Mr.  Fulton.  Can  you  give  any  reason  why  they  were  even  discussing 
the  possibility  of  selling  it  at  prices  substantially  higher  than  those 
which  prevailed  in  the  market? 

Mr.  CuRLEY.  I  can't  know. 

Mr.  Fulton.  It  doesn't  refresh  your  recollection? 

ISIr.  CuRLEY.  It  was  in  the  open  market;  they  get  it  anyway,  and 
why  should  they  buy  it  at  a  higher  price? 

Mr.  Fulton.  There  are  certain  purposes  for  which  you  cannot  use 
articles  such  as  brass,  and  consequently  cannot  buy,  no  matter  what 
the  price  is. 

Mr,  CuRLEY.  I  am  rather  hazy  on  it.  All  I  know  was  we  never  sold 
anything. 

Mr.  Fulton.  And  he  never  explained  what  he  had  in  mind  and  nei- 
ther did  Morganstern? 

Mr.  CuRLEY.  What? 

Mr.  Fulton.  Neither  he  nor  Morganstern  ever  explained  to  you  ex- 
actly what  kind  of  transaction  they  had  in  mind? 

Mr.  CuRLEY,  I  suppose  the  transaction  would  be  simply  the  sale  of 
the  product,  as  far  as  I  know,  legitimate." 

Mr.  Fulton,  No  discussion  whatever  as  to  why  that  would  be 
difficult  or  easy  or  why? 

Mr,  CuRLEY,  Price  was  too  high,  I  understand,  in  case  of  the  brass ; 
in  the  case  of  the  shoes,  he  didn't  have  them  to  deliver.  That  is  all 
I  know, 

Mr,  Fulton,  Did  you  ever  hear  of  the  West  Paint  Co,,  Charlestown, 
Mass,? 

Mr.  CuRLEY.  I  think  I  have,  sir. 
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Mr.  Fulton.  Did  you  ever  receive  a  notification  from  Mr.  Fuller 
that  he  thought  that  they  might  make  a  contribution  to  your  cam- 
paign ? 

Mr.  CuRLEY.  I  don't  remember ;  all  I  know  is  they  never  did.  I  can 
remember  those  who  contributed ;  they  were  rather  limited  in  number. 

Mr.  Fulton.  Did  you  ever  see  this  or  a  copy  of  it  ? 

Mr.  CuRLEY.  I  think  I  must  have  seen  that,  sir. 

Mr.  Fulton.  Did  you  do  anything  about  it? 

Mr.  Curley.  I  think  I  may  have  solicited  him,  without  success. 

Mr.  Fulton.  From  whom  did  you  receive  this  ?    Wlio  was  J.  F.  ? 

Mr.  Curley.  J.  F.  ?    Jerry  Fitzgerald,  I  suppose. 

Mr.  Fulton.  Or  James  Fuller? 

Mr.  Curley.  I  don't  know ;  either  one. 

Mr.  Fulton.  I  think  since  it  refers  to  Jerry  having  taken  sick  it 
probably  was  Mr.  Fuller. 

Mr.  Curley.  It  would  be. 

Mr.  Fulton.  Well,  it  starts  out  [reading  from  Exhibit  No.  521]  : 

Meraorandum  to  Hon.  James  M.  Curley,  Dear  Governor:  Before  Jerry  was 
taken  sick  he  interceded  for  the  West  Paint  Co.  of  Charlestown,  Mass.,  for 
some  orders  on  paint.  They  received  two  orders  in  an  amount  estimated  around 
$67,000.  Jerry  never  received  a  penny  from  tliese  people  and  therefore  it  is 
suggested  that  they  contribute  something  to  the  campaign  in  view  of  this 
business. 

Knowing  the  profit  in  the  paint  business  as  I  do,  at  least  $3,500  ought  to  be 
contributed. 

Mr.  Curley.  I  think  I  do  recall  that. 

(The  memorandum  referred  to  was  marked  "Exhibit  No.  521"  and ' 
is  included  in  the  appendix  on  p.  5364.) 

Mr.  Fulton.  Why  do  you  think  they  should  make  a  contribution 
for  getting  such  a  contract  ? 

Mr.  Curley.  I  don't  know;  the  suggestion  came  and  it  looked 
rather  inviting. 

Mr.  Fulton.  What  would  Mr.  Fitzgerald  have  to  do  with  the 
paint  company  getting  a  contract  for  paint  ? 

Mr.  Curley.  We  might  have  interceded  with  some  friend  over 
here.  I  think  I  recall  that  thing  a  little  bit  more  clearly  now.  I 
recall  calling  them  up  and  they  informed  me  they  had  bid  about  7 
or  10  cents  a  gallon  less  than  the  market  price  in  order  to  keep  their 
help  working,  so  they  took  the  contract  at  a  loss  and  couldn't  con- 
tribute to  anybody.    I  recall  that. 

Mr.  Fulton.  Now  whom  did  they  make  that  bid  to? 

Mr.  Curley.  Some  Government  department;  I  don't  know  which 
one. 

Mr.  Fulton.  And  what  did  Mr.  Fitzgerald  have  to  do  with  it,  the 
Government  part  of  it? 

Mr.  Curley.  I  don't  knoAV  ixny  more  than  you,  sir. 

Mr.  Fulton.  Did  you  ask  him  ? 

Mr.  Curley.  I  suppose  I  must  have  asked  him. 

Mr.  Fulton.  What  did  he  tell  you  ? 

Mr.  Curley.  I  don't  recall  what  he  told  me. 

Mr.  Fulton.  What  basis  would  you  have  for  asking  a  contribution 
on  a  contract  which  somebody  obtained  through  intercession? 

Mr.  Curley.  I  suppose  I  simply  called  him  up  and  told  him  Mr. 
Fitzgerald  had  got  him  a  contract  for  $67,000  and  wanted  to  know  if 
they  wanted  to  contribute  to  a  campaign  fund ;  they  said  they  had  bid 
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10  cents  a  gallon  below  the  market  price  and  couldn't  make  any  con- 
tribution.    That  is  the  whole  story. 

Senator  Ball.  Why  would  Mr.  Fitzgerald  think  in  lieu  of  any 
direct  payment  to  him  he  should  contribute  to  your  campaign? 

Mr.  CuRLEY.  I  don't  know,  sir;  I  can't  answer  that  question. . 

Sanator  Ball.  Did  Mr.  Fitzgerald  handle  many  transactions  for 
you  in  Washington  ? 

Mr.  CuRLET.  I  think  he  handled  most  of  them  without  being  re- 
quested to  do  it ;  did  that  of  his  own  volition. 

Senator  Brewster.  Were  they,  as  far  as  you  know,  the  low  bidder 
on  this? 

Mr.  CuRLET.  Not  only  the  low^  bidder,  but  took  a  loss  of  10  cents  a 
gallon,  they  informed  me.  You  could  send  a  telegram  to  them  and  they 
will  inform  you  to  that  effect. 

Senator  Brewster.  If  they  were  the  low  bidder  why  would  there  be 
need  of  intercession? 

Mr.  CuRLEY.  There  shouldn't  be  need  of  intercession ;  there  probably 
wasn't.    Fitzgerald  claimed  there  was,  probably. 

Senator  Breavster.  So  that  w^as  simply  a  question  of  trading  on 
their  innocence? 

Mr.  Curley,  That  is  done  every  clay  in  the  week. 

Senator  Ball.  Did  Mr.  Fitzgerald  often  send  memorandums  like 
that  to  you,  suggesting  this  or  that  party  might  do  some  political  work 
for,  and  make  a  contribution? 

i^Fr.  Curley.  No,  no;  but  if  he  did,  as  a  rule,  I  tore  them  up. 

Senator  Ball.  You  didn't  tear  tins  one  up  ? 

Mr.  Curley.  I  should  have.  It  doesn't  make  any  difference  anyway, 
it  had  no  value. 

Senator  Ball.  Do  you  remember  burning  those  papers  ? 

.;RIr.  CuELEY.  That  is  right ;  I  never  keep  any. 

Mr.  Fulton.  You  did,  I  think,  tell  us  you  destroyed  some  of  the 
letters  you  had  from  Mr.  Fuller? 

Mr.  Curley.  Yes,  sir;  I  severed  all  connections  with  Kalunite, 
Fuller,  and  Fitzgerald ;  also  from  this  day  forth  from  Fitzgerald. 

Mr.  Fulton.  Did  you  have  an  attorney  by  the  name  of  Brennan? 

Mr.  Curley.  Who? 

Mr.  Fulton.  James  P.  Brennan. 

Mr.  CunLEY.  No;  I  had  not. 

Mr.  Fulton.  Do  you  know  the  attorney? 

Mr.  Curley.  I  do. 

Mr.  Fulton.  He  was  never  your  counsel  in  anj'  manner? 

Mr.  Curley.  He  was  not;  no. 

Mr.  Fulton.  He  organized  this  Engineers'  Group.     Do  you  recall? 

Mr.  Curley.  So  I  understand.  That  is,  I  don't  know  that;  I  was 
elected  president  of  this  corporation;  didn't  know  Mr.  Hurt  was 
elected  treasurer;  I  don't  recall  the  organization  meeting. 

Mr.  Fulton.  The  minutes  show  your  election  but  they  may  be  for- 
geries.    We  can  never  tell. 

Mr.  Curley.  Mr.  Fuller  was  very  skillful  with  a  pen  and  perhaps 
I  am  identifying  signatures  of  mine  that  never  were  made. 

Mr.  Fulton.  Y'ou  should  be  exceedingly  careful  in  that  respect. 

Mr.  Curley.  As  I  understand  it,  I  called  up  the  secretary  and  asked 
him  to  check  up  and  find  out  tluat  the  Massachusetts  corporation  was 
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formed  in  October  1941.  Is  that  your  date  ?  It  was  a  dummy  corpora- 
tion.   Mr.  Hurt  was  not  on  there ;  I  wasn't  on  there. 

Mr.  Fulton.  As  you  know,  Governor,  it  is  quite  the  usual,  and  a 
ver}'  proper  practice  for  lawyers  in  organizing  corporations  to  put 
their  office  help  in  as  tlie  officers;  tlien  the  office  help  resigns  and  elects 
the  people  selected,  and  the  particular  persons  you  are  referring  to  as 
dummies  were  people  in  the  office  of  Mr.  Brennan. 

Mr.  CuHLEY.  Surely. 

Mr.  Fulton.  Now  I  wondered  why  this  corporation  was  organized 
in  Boston,  Mass.,  by  Mr.  Brennan  and  I  thought  possibly  that  might 
have  been  known  to  you. 

Mr.  CuRLEY.  I  don't  really  know.  If  I  were  to  venture  an  opinion, 
he  might  have  considered  a  more  profitable  field  to  operate  than 
Washington  or  places  where  he  was  known. 

(The  document  referred  to  was  marked  "Exhibit  No.  522"  and  is 
included  in  the  appendix  on  p.  5364.) 

Mr.  Fulton.  In  any  e\  ent  you  had  nothing  to  do  with  the  organi- 
zation ? 

Mr.   CuRLEY.   No. 

Mr.  Fulton.  And  in  fairness  to  Mr.  Brennan  the  organization  of 
the  company  would  be  a  perfectly  proper  activity  ? 

Mr.  CuELEY.  I  think  Mr.  Brennan  is  just  as  much  an  innocent 
victim  as  any  of  the  men  you  called  here  on  this  list. 

Mr.  Fulton.  I  think  probably  he  is  more  so  because  there  is  no 
indication  he  put  up  any  money  of  any  kind  or  had  anything  to  do 
with  any  transaction. 

Mr.  CuRLEY.  Just  n  matter-of-fact  honorable  man,  as  I  recall  jiim. 

Mr.  Fulton.  I  think  you  said  to  Senator  Ball  that  Mr.  Fuller  took 
up  matters  without  your  referring  them  to  him  but  your  referred  a 
number  of  matters  to  him,  did  you  not?  Do  you  recall  the  matter 
of  the  Elmo  Realty  Co.? 

Mr.  CuRLEY.  No ;  I  do  not. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  523  and  524" 
and  are  included  in  the  appendix  on  p.  5364.) 

Mr.  Fulton.  Is  this  your  signature? 

Mr.  CuRLEY.  I  thinlc  it  is,  sir;  yes,  sir.  That  was  about  a  week 
before  I  got  out.  Somebody  had  sent  along  that  communication  and 
asked  if  I  knew  anybody  who  could  use  that  plant. 

Mr.  Fulton.  That,  as  you  say,  is  December  22.  That  is  more  than  a 
month  after  you  said  you  learned  that  they  were  soliciting  fees  for 
obtaining  contracts. 

Mr.  CuRLEY.  Well,  I  didn't  get  out  of  the  corporation  until  the 
29th. 

Mr.  Fulton.  Why  did  you  refer  this  to  Mr.  Fuller? 

Mr.  CuRLEY.  I  probably  was  requested  to  send  it  along  to  some- 
body who  might  be  interested  in  the  establishment  of  a  plant. 

Mr.  Fulton.  Who  is  John  Curley,  24  School  Street? 

Mr.  Curley.  He  is  my  brother,  in  the  real  estate  business  with  me. 

Mr.  Fulton.  You  say,  "In  the  event  you  have  anyone  seeking  a 
plant,  the  enclosed  looks  extremely  attractive.  John  Curley  has  the 
disposition  of  it.     The  price  is  $75,000." 

Mr.  Curley.  It  does  look  attractive  on  paper. 
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Mr.  Fulton.  At  any  event,  even  after  you  thought  you  had  lost 
confidence  in  him,  you  were  still  soliciting  his  activity  in  this  con- 
nection? 

Mr.  CuKLEY.  It  was  just  things  that  you  poured  along.  If  you 
get  a  request  of  somebody,  get  rid  of  it  yourself  and  pour  it  along 
instead  of  handling  it  yourself. 

Mr.  Fulton.  Did  you  ever  hear  of  Mr.  Dudley  Kohler  ? 

Mr.  CuRLEY.  No ;  I  don't  recall.     What  line  is  he  in  ? 

Mr.  Fulton.  Did  you  ever  hear  of  a  bond  issue  on  a  plant  in 
Lakeville,  Conn.? 

Mr.  CuRLEY.  No;  I  don't  recall  that. 

Mr.  Fulton.  Or  the  Texas  Sugar  Kefining  Co.? 

Mr.  CuRLEY.  No ;  I  don't  know  that. 

Mr.  Fulton.  Or  a  steel  mill  in  New  Jersey? 

Mr.  CuRLEY.  No,  sir.     Did  I  own  those  also? 

Mr.  Fulton.  Mr.  Kohler,  in  a  letter  to  Mr.  Fitzgerald,  refers  to  all 
those  different  enterprises  and  then  says  in  the  bottom  paragraph, 
"Give  my  thanks  to  Governor  Curley  for  his  interest  and  let  me  know 
how  your  cold  is  doing." 

(The  letter  referred  to  was  marked  "Exhibit  No.  525"  and  is  in- 
cluded in  the  appendix  on  p.  5365.) 

Mr.  Fulton.  I  wondered  if  you  had  any  interest  in  those  com- 
panies. 

Mr.  Curley.  No;  and  I  don't  know  Mr.  Kohler.  It  is  probably 
one  of  the  letters  that  came  along  and  I  sent  to  along  to  somebody  else 
to  dispose  of  to  get  it  off  my  back.  That  was  done  all  the  time,  and 
you  forget  them. 

Mr.  Fulton.  At  any  event,  you  don't  recall  it? 

Mr.  Curley.  No. 

Mr.  Fulton.  Do  you  recall  the  Triton  Powder  and  TNT  Corpora- 
tion of  Wilmington? 

INIr.  Curley.  No ;  I  do  not. 

Mr.  Fulton.  Did  you  know  a  Col.  Martin  J.  Connelly? 

Mr.  Curley.  I  know  Mr.  Connelly.  I  haven't  seen  him  for  about 
8  years. 

Mr.  Fulton.  What  business  connection  did  you  have  with  him  in 
1941,  if  any? 

Mr.  Curley.  I  had  none.     I  haven't  seen  him  for  8  years. 

IVIr.  Fulton.  Were  you  contemplating  any  ? 

Mr.  Curley.  Not  that  I  recall. 

Mr.  Fulton.  Did  you  ever  have  an  appointment  to  meet  him  to  dis- 
cuss a  business  proposition  ? 

Mr.  Curley.  I  don't  recall. 

Mr.  Fulton.  You  mean  you  don't  recall  whether  you  did  or  did  not? 

Mr.  CurIuEY.  I  don't — I  know  that  I  haven't  seen  him  in  8  years. 
I  don't  recall  I  ever  made  an  appointment  to  meet  him,  either. 

Mr.  Fulton.  Here  is  a  telegram  from  Mr.  Fitzgerald  to  Mr.  Fuller 
on  November  27  saying : 

Col.  Martin  Connelly,  president  of  Triton  Powder  and  TNT  Corporation, 
Wilmington,  will  meet  with  you  and  Governor  Curley  Tuesday  or  Wednesday. 
Get  in  touch  with  Governor  Curley  regarding  the  matter  we  took  up,  regarding 
Major  Hawkins  and  affiliates. 

(The  telegram  referred  to  was  marked  "Exhibit  No.  526"  and  is 
included  in  the  appendix  on  p.  5365.) 
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Mr.  Fulton.  Did  Mr.  Fuller  do  that  ? 

Mr.  CuELEY.  I  don't  know  anything  about  it.  It  is  one  of  Mr. 
Fitzgerald's  operations,  I  guess,  independent  of  everybody. 

Mr.  Fulton,  In  other  words,  he  was  setting  the  date  for  you  to  meet 
a  man,  but  he  didn't  tell  you  about  it  ? 

Mr.  CuRLEY.  No ;  I  never  heard  of  it. 

Mr.  Fulton.  And  you  never  heard  about  it  ? 

Mr.  CuELEY.   No. 

Mr.  Fulton.  Do  you  knoAv  Major  Hawkins  and  affiliates? 

Mr.  CuRLEY.  Isn't  he  on  here  ? 

Mr.  Fulton.  Yes. 

Mr.  Curley.  I  met  him ;  yes. 

Mr.  Fulton.  What  did  you  talk  about  with  him  ? 

Mr.  Curley.  I  don't  recall  that  I  talked  about  anything  with  liim. 

Mr.  Fulton.  What  was  the  purpose  of  the  meeting  ? 

Mr.  Curley.  I  met  Mr.  Hawkins  at  Mr.  Fuller's  office,  I  believe. 
I  was  introduced  to  him  there.  He  looked  like  a  very  high-grade 
Army  officer,  a  man  about  65  or  70  years  of  age,  retired. 

Mr.  Fulton.  Did  you  have  a  talk  about  any  business  transactions 
with  him  ? 

Mr.  Curley.  No,  I  didn't ;  no. 

Mr.  Fulton.  Did  you  ever  hear  of  any  transaction  that  he  was  to 
be  interested  in? 

Mr.  Curley.  I  think  I  understood  from  Mr.  Fuller  that  he  was  to 
get  him  contracts  with  the  Amtorg  for  about  nineteen  to  twenty-nine 
million  dollars'  worth  of  materials  of  one  kind  or  another,  but  I 
think  that  failed  to  materialize,  like  the  other  things. 

Mr.  Fulton.  Were  you  to  have  any  participation  in  it  ? 

Mr.  Curley.  No,  sir ;  I  was  not. 

Mr.  Fulton.  Was  your  name  to  be  used  in  it  ? 

Mr.  Curley.  No,  sir;  it  was  not. 

Mr.  Fulton.  Did  you  ever  hear  of  the  Pneumatic  Mail  Tube  Sys- 
tem? 

Mr.  Curley.  Yes ;  I  have  heard  of  that. 

Mr.  Fulton.  Did  you  ever  have  any  discussion  of  that  with  Mr. 
Fuller? 

Mr.  Curley.  I  did  not ;  no. 

Mr.  Fulton.  Or  with  Air.  Donald  Smith  ? 

Mr.  Curley.  .No,  sir ;  I  did  not. 

Mr.  Fulton.  Did  you  ever  receive  a  memorandum  concerning  it? 

Mr.  Curley.  From  those  sources? 

Mr.  Fulton.  Yes. 

Mr.  Curley.  No,  sir. 

Mr.  Fulton.  If  Mr.  Fuller  wrote  Mr.  Smith  saying  "Regarding 
your  memorandum  on  the  Pneumatic  Mail  Tube  System,  I  have  for- 
warded a  copy  to  the  Governor,"  that  could  not  have  referred  to  you 
because  you  didn't  get  any  such? 

Mr.  Curley.  I  never  received  any  such  thing.  I  never  discussed 
that  with  him.    I  am  positive  of  that. 

(The  documents  referred  to  were  marked  "Exhibit  No.  527"  and  are 
included  in  the  appendix  on  pp.  5365-5366.) 

Mr.  Fulton.  And,  I  notice  in  here,  it  says,  "However,  the  Governor 
states  that  the  last  trip  he  made  on  Pneumatic  Mail  Tube  Systems 
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cost  him  $25,000  and  he  would  not  be  interested  at  all  in  assuming 
even  a  contingent  liability  for  revitalizing  the  deal." 

Did  you  ever  have  anything  to  do  with  Pneumatic  Tube? 

Mr,  CuRLEY.  No ;  I  did  not. 

Mr.  Fulton.  Is  it  possible  that  the  word  "Governor"  refers  to 
someone  other  than  yourself  ? 

Mr.  CuRLEY.  No ;  I  think  it  refers  to  me.  I  recall  some  years  ago — 
I  don't  know  how  long  it  is,  6  or  8  years  ago — a  Mr.  Whitmore,  that 
had  a  large  interest  in  it,  asked  me  if  I  could  recommend  some  attor- 
ney that  they  could  employ,  and  I  recommended  Judge  Emil  Fuchs, 
of  New  York,  I  think  he  spent  $25,000  for  caviar  and  wine  in  Wash- 
ington and  got  nowhere. 

Mr.  Fulton.  Did  you  come  down  to  Washington  and  have  an  office 
here  ? 

Mr.  CuRLEY.  I  did  not. 

Mr.  Fulton.  At  the  Hotel  Mayflower? 

Mr.  CuRLEY.  No,  sir ;  I  did  not. 

Mr.  Fulton.  Did  you  ever  occupy  room  260  there  ? 

Mr.  CuRLEY.  I  don't  know.  I  have  occupied  a  great  many  rooms. 
It  is  rather  difficult  to  get  them  most  of  the  time. 

Mr.  Fulton.  Around  June  30,  1941,  did  you  have  any  occasion  to 
be  at  the  Mayflower? 

Mr.  CuRLEY.  I  wouldn't  say.  sir.     I  don't  really  know. 

Mr.  Fulton.  That  is  shortly  after  Fuller,  I  believe,  was  released 
from  jail.  He,  at  least,  informed  the  manager  of  the  Mayflower  that 
he  wanted  to  express  appreciation  for  courtesy  in  making  available  the 
office  room,  and  he  says,  "Be  assured  that  your  courtesy  was  of  great 
assistance  to  the  interests  of  Curley  and  Fuller,  and  that  for  it  we 
shall  not  soon  forget  this  unusual  gesture." 

(The  letter  referred  to  was  marked  "Exhibit  No.  528"  and  is  in- 
cluded in  the  appendix  on  p.  5366.) 

Mr.  Fulton.  In  writing  that  he  was  misusing  your  name,  I  take  it? 

Mr.  Curley.  Eight.  I  guess  he  and  Fitzgerald  misused  it  about 
all  of  the  time,  so  far  as  I  can  discover. 

Mr.  Fulton.  He  also  wrote  a  different  letter  to  a  Mr.  Montfort  at 
the  Mayflower,  again  thanking  him  for  it  and  again  referring  to  Curley 
and  Fuller,  as  though  it  were  a  partnership. 

(The  letter  referred  to  was  marked  "Exhibit  No.  529"  and  is  in- 
cluded in  the  appendix  on  p.  5366.) 

Mr.  Fulton.  Did  you  ever  haA'^e  a  telephone  in  your  name  in  Wash- 
ington ? 

Mr.  Curley.  No,  sir. 

Mr.  Fulton.  During  1941  ? 

Mr.  Curley.  No,  sir. 

Mr.  Fulton.  Did  you  know  that  there  was  a  telephone  which  at 
least  was  listed  in  your  name  for  1022  Seventeenth  Street  NW.? 

Mr.  Curley.  No*^;  I  did  not. 

(The  documents  referred  to  were  marked  "Exhibit  No.  530"  and 
are  included  in  the  appendix  on  pp.  5367-5368.) 

Mr.  Fulton.  And  that  there  was  billed  to  it  the  sum  of  $114.94? 

Mr.  Curley.  No,  sir;  I  did  not.  I  did  discover  that  there  were 
cards  printed — what  was  the  name  of  the  company  there? — for  the 
Engineers  Group  with  my  name  on  it.    I  received  a  box  of  them 
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through  the  mail  and  burned  them,  and  notified  them  not  to  use  the 
name  any  more. 

Mr.  Fulton.  Did  they  have  authority  to  open — here  is  another  tele- 
phone bill  for  $240  in  your  name. 

Mr.  CuRLET.  No,  sir;  absolutely  no  authority.  Another  forgery, 
I  guess. 

Mr.  Fulton.  And  those  bills  were  paid,  or  at  least  the  $240  one  was 
paid,  by  letter  of  Mr.  Fuller  to  Engineers  Group.  But  you  knew 
nothing  of  it? 

Mr.  CuELEY.  Absolutely  nothing,  sir. 

Mr.  Fulton.  And  you  made  none  of  these  calls  that  were  on  that 
'phone  ? 

Mr.  CuKLEY.  No,  sir. 

Mr.  Fulton.  You  are  sure  of  that? 

Mr.  CuRLEY.  Positive. 

Mr.  Fulton.  Did  you  authorize  the  purchase  of  any  furniture  for 
that  office  under  your  name  ? 

Mr.  CuRLEY.  I  did  not;  no. 

Mr.  Fulton.  Did  you  know  that  the  Charles  C.  Schulman  Co., 
Commercial  Furniture,  Washington,  billed  you  for  $788  to  that  ad- 
dress ? 

Mr.  CuRLEY.  I  didn't  know  that  there  was  such  a  concern  in  Wash- 
ington. 

(The  documents  referred  to  were  marked  "Exhibit  No.  531"  and 
are  included  in  the  appendix  on  p.  5368.) 

Mr.  Fulton.  But  that  wasn't  due  to  any  authorization  of  yours? 

Mr.  CuRLEY.  Oh,  Lord,  no  ! 

The  Chairman.  Did  Fuller  have  the  authority  to  sign  your  name  to 
all  these  letters  and  telephone  bills? 

Mr.  CuRLEY.  No  authority  at  all ;  no  authority  for  anything. 

Mr.  Fulton.  I  understood  that  you  did  not  talk  with  any  Govern- 
ment agency. 

Mr.  CuRLEY.  That  is  true. 

Mr.  Fulton.  No  one  in  the  K.  F.  C.  or  Defense  Plant? 

Mr.  CuRLEY.  No,  sir. 

Mr.  Fulton.  Or  the  Department  of  the  Interior  or  anyone  else  ? 

Mr.  Curley.  No,  sir. 

Mr.  Fulton.  Fuller,  in  referring  to  his  private  notes  to  any  such 
thing,  was  making  a  false  statement,  I  take  it  ? 

Mr.  Curley.  If  he  made  any  such  references  as  that  it  was  false ;  yes. 

Mr.  Fulton.  Do  you  have  anything  you  wish  to  add,  or  might  ex- 
plain further? 

Mr.  Curley.  I  would  like  to  see  that  telegram  that  I  discussed  with 
you  earlier  in  the  morning  session,  that  the  Senator  on  the  right  took 
exception  to  in  this  morning's  session.^ 

Mr.  Fulton.  A  telegram  about  what  ?    There  are  many  telegrams. 

Mr.  Curley.  It  looked  as  though  it  might  be  an  invitation  for  people 
to  come  into  the  company.  It  is  rather  a  simple  matter  to  get  into  a 
lot  of  trouble,  isn't  it? 

Mr.  Fulton.  I  think  that  was  left  here  for  the  stenographer. 

Mr.  Curley.  Let  it  go,  anyway. 

1  See  Exhibit  No.  507,  appendix,  p.  5357. 
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Mr.  Fulton.  That  telegram  was  the  one  Fuller  sent  you  and  asked 
you  to  send  him  ?  ^ 

Mr.  CuELEY.  Yes. 

Mr.  Fulton.  I  will  provide  you  with  a  copy  of  it  if  you  will  tell  me 
where  you  are  staying. 

Mr.  Curley.  I  am  at  the  Maj^flower  at  present,  but  it  is  the  last  time, 
I  think,  there. 

Senator  Ball.  Governor,  you  say  this  Fitzgerald  was  no  agent  of 
yours,  formal  or  informal,  here  in  Washington? 

Mr.  Curley.  Absohitely  no;  but  I  have  never  gone  into  the  May- 
flower or  any  other  place  he  has  been  that  he  hasn't  lugged  over  some 
Senator  or  some  judge  and  introduced  me.  On  the  strength  of  that 
he  has  made  capital  and  sold  me  down  the  pike,  so  far  as  I  could  see. 

Senator  Ball.  Had  you  seen  much  of  him  prior  to  this  time  last 
summer,  when  he  introduced  you  to  Fuller? 

Mr.  Curley.  I  never  came  to  Washington  that  he  wasn't  chairman 
of  the  greeters'  committee. 

Senator  Ball.  -So  you  had  seen  quite  a  bit  of  him? 

Mr.  Curley.  I  had  seen  him  for  years ;  yes,  sir. 

Senator  Ball.  But  you  placed  no  trust  or  confidence  in  him,  particu- 
larly? 

Mr.  Curley.  I  really  did.  I  rather  liked  the  fellow.  I  thought  he 
was  probably  balanced,  but  I  am  satisfied  he  isn't,  now. 

Senator  Ball.  If  he  had  been  using  your  name  in  the  fashion  in 
which 

Mr.  Curley.  He  is  off  my  list  from  now  on,  sir. 

Senator  Ball.  In  the  fashion  these  records  indicate 


Mr.  Curley.  For  a  long  time;  I  am  satisfied  of  that. 

Senator  Ball.  You  would  have  heard  about  it  long  before  seeing 
these  letters  here? 

IN'Ir.  Curley.  I  have  heard  about  it,  but  it  hasn't  been  in  an  altogether 
injurious  manner,  just  an  irritating  manner — injurious  now,  of  course. 

Senator  Ball.  So  you  kncAv  he  was  doing  this,  but  you  haven't  made 
any  move  to  crack  him  on  it  ? 

Mr.  Curley.  Didn't  pay  any  attention  to  it. 

Senator  Ball.  So  you  had  known  Fitzgerald  and  seen  him  practi- 
cally every  time  you  came  to  Washington,  although  he  wasn't  repre- 
senting you  here.  At  the  time  he  introduced  you  to  Fuller  in  the  May- 
flower, that  was  the  first  time  you  had  ever  met  Fuller? 

Mr.  Curley.  That  is  right. 

Senator  Ball.  And  it  was  Fuller  who  unfolded  this  Engineers 
Group  plan  to  you  ? 

Mr.  Curley.  To  save  America ;  to  save  Fuller,  he  meant. 

Senator  Ball.  How  long  did  you  spend  with  him  ? 

Mr.  Curley.  With  Fitzgerald  or  Fuller? 

Senator  Ball.  With  Fuller.    How  many  hours  ? 

Mr.  Curley.  Oh ;  you  mean  at  the  time  I  first  met  him. 

Senator  Ball.  That  evening ;  that  first  time. 

Mr.  Curley.  I  should  say  he  might  have  talked  for  a  couple  of  hours. 
He  is  capable  of  talking  for  24  at  a  stretch. 

Senator  Ball.  And  at  the  end  of  that  time  you  agreed  to  become 
president. 

1  Exhibit  No.  507,  appendix,  p.  5357. 
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Mr.  Ctjrley.  I  was  convinced  that  he  was  going  to  be  in  a  position, 
with  the  group  associated  with  him,  to  render  real  service  to  America. 

Senator  Ball.  Well,  as  a  man  who  has  been  in  public  life  a  great 
deal,  you  undoubtedly  have  been  approached  a  great  many  times  by 
groups  who  wanted  to  use  your  name  for  this,  that,  or  the  other. 

Mr.  CuRLEY.  That  is  true.    That  is  true. 

Senator  Ball.  Do  you  always  yield  as  easily  as  that  ? 

Mr.  CuELEY.  As  a  rule,  I  do  not ;  but  apparently  I  wasn't  alone  in  it 
this  time,  and  they  weren't  all  simpletons,  either,  you  know,  from  that 
list  I  read  to  you  today. 

Senator  Ball.  It  must  have  been  very  clear  from  your  discussion 
with  Mr.  Fuller  that  he,  at  least,  wasn't  in  this  thing  solely  for  his 
health ;  that  he  was  hoping  to  make  some  money  out  of  this  deal  as  well 
as  being  patriotic. 

Mr.  CuRLEY.  I  haven't  any  doubt  of  that,  sir. 

Senator  Ball.  Did  you  get  the  impression  that  first  night  that 
Fuller  was  solely  interested  in  helping  produce  aluminum  and  did 
not  ex]3ect  to  make  any  money  out  of  this  ? 

Mr.  CuRLEY.  No,  no,  no.  I  was  satisfied  he  was  going  to  make 
money  out  of  it. 

Senator  Ball.  Yet,  on  the  basis  of  2  hours'  conversation  with  a 
man  you  had  never  met  you  agreed  to  permit  the  use  of  your  name 
and  the  use  of  that  name  as  president  of  the  corporation  when  you 
did  not,  in  fact,  intend  to  do  anything  about  it,  on  a  proposition 
where  this  man,  whom  you  had  known  for  just  2  hours,  obviously 
expected  to  make  some  money  out  of  it.  You  agreed  to  the  use  of 
your  name  on  that  basis. 

Mr.  CuRLEY.  On  the  strength  of  the  men  that  he  said,  claimed, 
were  to  be  associated  with  him. 

Senator  Ball.  Do  you  usually  go  into  a  business  proposition  with- 
out checking  back  on  those  things,  seeing  that  these  men  actually 
were  in   the  company  and  knew   something  .about  it? 

Mr.  CiJRLEY.  I  don't  think — I  think  there  are  very  few  people 
that  could  resist  an  appeal  as  presented  by  him,  supplemented  by 
the  imposing  array  of  outstanding  men  that  he  claimed  were  to  be 
associated  with  him  in  the  enterprise.  You  couldn't  do  it  yourself. 
You  think  you  could,  but  you  couldn't,  no  more  than  I  could  or 
an}' body  else. 

Senator  Ball.  One  other  question,  Mr.  Curley:  You  say,  in  re- 
sponse to  the  questions  of  Mr.  Fulton,  that  this  check  for  $2,000 
from  Mr.  Fuller,^  which  was  to  be  sent  to  this  bank  out  West 

Mr.  CuRLEY.  Right. 
Senator  Ball.  Was  never  sent? 

Mr.  CuRLEY.  Never  sent.  I  don't  know  whether  it  was  ever  sent 
or  not;  if  it  was  sent,  there  were  no  funds.  In  any  event  the  bank 
was  very  indignant  and  wired  me  that  they  had  not  received  the 
money  as  per  agreement. 

Senator  Ball.  That  they  had  not  received  it? 
Mr.  CuRLEY.  That  is  right. 

Senator  Ball.  Did  you  subsequently  pay  the  bill  from  other  funds? 
Mr.  CuRLEY.  Yes.     The  only  thing  I  have  got  out  of  Mr.  Fuller  is 
a  bad  odor,  and  I  think  that  is  about  all  anybody  else  got. 


^  See  Exhibits  Nos.  511  and  512,  appendix,  p.  5360. 
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The  Chairman.  That  is  all  Governor.     Thank  you. 

Mr.  CuRLEY.  I  am  like  the  man  who  went  from  Jerusalem  to 
Jericho.     I  met  Mr.  Fuller. 

The  Chairman.  Mr.  Fitzgerald? 

Do  you  solemnly  swear  to  tell  the  truth,  the  whole  truth  and 
nothing  but  the  truth  in  the  testimony  you  are  about  to  give  before 
this  committee,  so  help  you  God  ? 

TESTIMONY  OF  MAESHALL  J.  FITZGERALD,  WASHINGTON,  D.  C. 

CONNECTION   OF   MARSHALL  J.   FITZGERALD   WITH   ENGINEERS'   GROUP,   INC. 

The  Chx^irman.  Give  your  full  name  and  connections  to  the  re- 
porter, please. 

Mr.  I<  iTZGERALD.  Marshall  J.  Fitzgerald. 

Mr.  Fulton.  Mr.  Fitzgerald,  you  were  telling  me  that  you  desired 
to  make  certain  statements  on  the  record  so  as  to  clear  up  any  possible 
misunderstandings  of  fact.  Would  you  proceed  to  tell  us  in  your 
own  words  what  your  version  of  this  is? 

Mr.  Fitzgerald.  Yes,  sir.  I  introduced  Governor  Curley  to  Fuller 
in  the  middle  of  June  or  the  latter  part  of  June  of  1941. 

Mr.  Fulton.  Where  did  this  occur,  and  how  did  it  happen  to 
occur  ? 

Mr.  Fitzgerald.  In  the  lobby  of  the  Mayflower  Hotel. 

Mr.  Fulton.  Was  anyone  else  present? 

Mr.  Fitzgerald.  No. 

JMr.  Fulton.  What  was  said  at  that  time,  as  nearlj'  as  you  can 
recall? 

Mr.  Fitzgerald.  I  just  introduced  him  as  James  Fuller,  and  he  told 
me  that  he  was  from  Massachusetts,  and  I  introduced  him  as  ex-Gov- 
ernor Curley. 

Mr.  Fulton.  What  had  been  your  relation  with  the  Governor  before 
that  time?     Did  you  know  him? 

Mr.  Fitzgerald.  I  knew  Governor  Curley  for  years. 

Mr.  Fulton.  What  had  your  relations  with  him  been? 

Mr.  Fitzgerald.  Just  as  a  good  Democrat. 

Mr.  Fulton.  And  by  that  you  mean  what  ? 

Mr.  Fitzgerald.  I  admired  him.  I  idolized  him  as  a  speaker,  an 
organizer. 

Mr.  Fulton.  You  had  never  had  any  other  connection  with  Gover- 
nor Curley? 

Mr.  Fitzgerald.  Oh,  we  would  chat  and  kid,  as  he  generally  does 
with  everyone. 

Mr.  FuLToK.  But  you  had  never  been  active  for  him  or  with  him? 

Mr.  Fitzgerald.  I  was  always  a  good  Democrat. 

Mr.  Fulton.  So  am  I,  but  I  never  met  Governor  Curley.  I  mean, 
could  you  be  more  specific  about  the  nature  of  your  relationship  ? 

Mr.  Fitzcerald.  That's  it. 

Mr.  Fulton.  What  had  been  youi'  relationship  with  Mr.  Fuller? 

Mr.  Fitzgerald.  I  have  had  no  relationship  with  Fuller  in  business 
transactions  in  any  way  until  I  met  him  that  day. 

The  Chairman.  Did  you  know  he  was  a  jailbird  when  j^ou  introduced 
him  to  the  Governor? 

Mr.  Fitzgerald.  He  told  me  he  Imd  a  Presidental  pardon. 
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The  Chairman.  I  say,  did  you  know  that  he  was  a  jailbird  when  you 
introduced  him  to  the  Governor? 

Mr.  Fitzgerald.  I  had  received  a  letter  from  him. 

Mr.  Fulton.  From  jail? 

Mr.  Fitzgerald.  From  Fuller  while  in  jail. 

The  Chairman.  Did  you  tell  the  Governor  that  he  had  been  in 
jail? 

Mr.  Fitzgerald.  No  :  I  did  not. 

The  Chairman.  Why  •didn't  you  do  that  if  you  were  as  good  a 
Democrat  as  you  say  you  are  ? 

Mr.  Fitzgerald.  Senator,  I  didn't  have  the  opportuiiity,  because 
about  5  minutes  afterward  we  met  Frank  Eichelberger,  who  was  an 
engineer  from  the  West 

Mr.  Fulton.  On  that  point,  then,  you  contradict  the  Governor, 
because  I  asked  him  specifically  whether  it  had  anything  to  do  on  that 
day  with  Mr.  Eichelberger,  or  rather  with  anyone  else,  and  he  said 
"no."     Didn't  you  hear  him  a  few  minutes  ago? 

Mr.  Fitzgerald.  I  could  not  hear  plainly. 

Mr.  Fulton.  In  any  event,  you  say  that  within  5  minutes  Fuller  in- 
troduced the  Governor  to  Frank  Eichelberger? 

Mr.  Fitzgerald.  Within  a  few  minutes;  I  wouldn't  know  whether  it 
was  an  hour  or  within  a  few  minutes. 

Mr.  Fulton.  But  it  was  on  the  same  day  ? 

Mr.  Fitzgerald.  It  was  on  the  same  day. 

Mr.  Fulton.  And  it  was  laying  the  foundation  for  this  expected 
testimon3^  that  I  addressed  these  questions  to  the  Governor. 

Mr.  Fitzgerald.  I  wouldn't  say  laying  the  foundation,  but  Eichel- 
berger was  a  miner,  interested  in  mining. 

Mr.  Fulton.  Dicl  you  ever  tell  the  Governor  the  next  time  you 
met  him,  or  shortly  thereafter,  about  Mr.  Fuller  having  been  in 
jail? 

Mr.  Fitzgerald.  Not  for  some  time — around  December,  I  believe, 
I  mentioned  the  fact. 

Mr.  Fulton.  Not  until  December? 

Mr.  Fitzgerald.  I  believe. 

Mr.  Fulton.  Is  that  what  you  told  Mr.  Alley  and  Mr.  Robinson  ^  at 
noon  ? 

Mr.  Fitzgerald.  I  did  not  tell  them  that ;  I  told  the  Governor  that 
he  was  in  jail  when  I  first  met  him,  when  the  Governor  first  met 
Fuller. 

Mr.  Fulton.  How  soon  afterward  did  you  tell  him? 

Mr.  Fitzgerald.  It  was  some  time  afterward, 

Mr.  Fulton.  How  long  afterward? 

Mr.  Fitzgerald.  I  could  not  say.  If  you  will  read  that  state- 
ment you  may  recall  it  to  me. 

The  Chairman.  Mr.  Fitzgerald,  is  your  residence  in  Boston? 

Mr.  Fitzgerald.  I  am  originally  from  Boston;  yes,  sir. 

The  Chair]\ian.  And  what  is  your  business  now  ? 

Mr.  Fitzgerald.  Legislative  work. 

The  Chairman.  That  is,  you  are  a  lobbyist  here  in  Washington? 

Mr.  Fitzgerald.  If  you  call  it  that ;  yes. 

The  Chairman.  That  is  the  right  name  for  it,  and  there  is  no 
disgrace  in  it  if  you  do  it  the  right  way. 

1  Harold  G.  Robinson,  comniitteee  investigator. 
311932— pt.  12 14 
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In  your  association  with  Governor  Curley,  how  did  you  attain 
your  friendship  with  the  Governor?     Were  you  a  precinct  worker 
or  ward  captain,  or  what? 
Mr.  Fitzgerald.  Yes,  sir. 
The  Chairman,  Which  ? 
Mr.  Fitzgerald.  I  have  been  everything. 
The  Chairman.  You  have  been  all  of  them? 
Mr.  Fitzgerald.  Yes,  sir. 

The  Chairman.  Were  you  ever  the  secretary  of  the  Governor? 
Mr.  FiTZGERiViD.  No ;  I  never  posed  as  his  secretary. 
The  CiiAiHMAN.  You  never  held — — 
Mr.  Fitzgerald.  Never  said  that  I  was  secretary. 
The  Chairman.  Did  he  ever  appoint  you  to  a  job  ? 
Mr.  Fitzgerald.  No,  sir.    I  never  askecl  him  to. 

The  Chairman.  The  reason  I  ask  you  these  questions,  I  want  to 
know  how  you  attained  your  close  association  with  the  Governor  in 
such  a  way  that  you  introduced  a  jailbird  to  the  Governor  and  then 
do  not  tell  him  who  the  jailbird  is.  I  can't  understand  that,  if  you  are 
his  friend. 

Mr.  Fitzgerald.  Later  on  I  told  the  Governor  that  he  worked  in  the 
campaign  in  Massachusetts  in  1932. 
The  Chairman.  That  is,  Fuller  did  ? 

Mr.  Fitzgerald.  Yes,  sir.    The  Governor  did  not  recall  him. 
The  Chairman.  I  see. 

Mr.  Fulton.  But  did  you  talk  about  any  record  that  Fuller  had? 
Mr.  Fitzgerald.  No  ;  1  did  not  discuss  that  with  the  Governor. 
Mr.  Fulton.  I  take  it  you  have  not  yourself  had  any  record  of  any 
kind? 

Mr.  Fitzgerald.  No,  sir. 
Mr.  Fulton,  And  what  is  your  profession  ? 
Mr.  Fitzgerald.  Legislation  work. 

JNTr.  Fulton.  I  mean,  are  you  a  lawyer  or  an  accountant? 
Mr.  Fitzgerald.  Yes;  not  an  accountant — partially  an  accountant. 
Mr.  Fulton.  A  lawyer  admitted  to  the  bar  here  ? 
Mr.  Fitzgerald.  Not  here  in  the  District  of  Columbia ;  no. 
Mr,  Fulton.  But  you  stay  here  in  the  District  at  the  Mayflower, 
or  where? 

Mr.  Fitzgerald.  Not  any  more ;  no.     I  live  on  Sixteenth  Street, 
Mr.  Fulton.  You  and  I  seem  to  have  much  in  common.    We  are 
both  Democrats  and  we  both  live  on  Sixteenth  Street. 
jNTr.  Fitzgerald.  I  am  known  as  a  Democrat. 
Mr,  Fulton.  Well,  now,  what  means  of  support  do  you  have? 
IMr.  Fitzgerald.  Legislation  work, 
Mr,  Fulton,  Who  pays  you  for  that  ? 
Mr,  Fitzgerald,  Well,  I  was  on  utilities. 
Mr.  Fulton.  I  didn't  understand. 
Mr.  Fitzgerald.  I  did  work  for  utility  companies. 
Mr.  Fulton.  Recently? 
Mr.  Fitzgerald.  Not  in  the  past  2  years. 

Mr.  Fulton.  From  whom  have  you  received  fees  during  the  last  2 
3'ears,  and  for  what? 

Mr.  Fitzgerald.  Right  at  this  time  I  don't  remember. 
Mr.  Fulton.  Your  memory  fails  you  on  that  point? 
]\Ir.  Fitzgerald.  A  little;  yes. 
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Mr.  Fulton,  Can't  you  remember  any? 

Mr.  Fitzgerald.  No. 

The  Chairman.  You  understand,  Mr.  Fitzgerald,  that  when  you 
are  testifying  before  this  committee  it  is  just  the  same  as  if  you  are 
testifying  before  a  grand  jury,  so  you  had  better  get  your  memory  in 
good  shape  on  these  questions  we  ask,  because  we  will  get  the  answers 
if  you  don't  give  them  to  us. 

Mr.  Fitzgerald.  I  haven't  been  well,  Senator,  in  the  last  8  or  9 
months. 

Mr.  Fulton.  You,  as  a  lawyer,  are  familiar  with  your  privilege 
against  testifying  in  any  way  that  might  incriminate  you. 

Mr.  Fitzgerald.  I  am. 

Mr.  Fulton.  If  you  wish  to  claim  such  a  privilege  at  any  time  the 
committee  will  not  ask  you  further  questions. 

Mr.  Fitzgerald.  I  had  expectations  of  a  position  paying  a  very  good 
salary  with  the.  Engineers  Group. 

Mr.  Fulton.  What  position? 

Mr.  Fitzgerald.  Well,  if  it  was  properly  organized  as  it  was  out- 
lined. 

Mr.  Fulton.  What  position  and  what  salary  ? 

Mr.  Fitzgerald.  Weil,  there  was  no  salary  stated.  There  was  money 
to  be  made — the  possibilities,  the  same  as  a  few  others. 

Mr.  Fulton.  You  were  to  be  a  stockholder,  is  that  it? 

Mr.  Fitzgerald.  Yes. 

Mr.  Fulton.  And  how  much  money  were  you  to  put  in  to  obtain 
your  stock? 

Mr.  Fitzgerald.  Well,  time  and  effort  and  what  money  was  loaned 
to  Fuller. 

Mr.  Fulton.  Did  vou  loan  any  money  to  Fuller? 

Mr.  Fitzgerald.  Well,  $750. 

Mr.  Fulton.  When? 

Mr.  Fitzgerald.  Oh,  from  last  July  until  about  December  1. 

Mr.  Fulton.  For  what  purpose? 

Mr.  Fitzgerald.  Well,  when  he  was  short,  several  times,  $25,  $50. 
$75.    Sometimes  I  would  be  reimbursed  and  sometimes  I  would  not. 

Mr.  Fulton.  Did  you  loan  him  any  money  to  assist  him  to  get  out 
of  his  legal  difficulties? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  Did  you  take  any  action  to  assist  him  to  get  out  of  his 
le^al  difficulties? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  Did  you  know  the  other  gentlemen  whose  names  have 
been  referred  to — Mr.  Alley,  for  example? 

Mr.  Fitzgerald.  I  met  him  through  Mr.  Fuller  in  Mr.  Fuller's  office, 
once. 

Mr.  Fulton.  Were  you  familiar  with  the  real-estate  transactions 
that  were  being  discussed  which  you  heard  this  morning? 

Mr.  Fitzgerald.  Througli  Irving  Newcomb,  Fort  Reynolds,  and  a 
job  which  is  under  construction  now  in  Alexandria. 

Mr.  Fulton.  Any  others? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  The  Rochf  ord  Co.  or  the  Bishop  Co.  of  New  England  ? 

Mr.  Fitzgerald.  No,  sir. 
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Mr.  Fulton.  Did  you  ever  have  anything  to  do  with  Mr.  Desmond  ? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  Did  you  introduce  him  or  anybody  connected  with 
housing  to  Governor  Curley? 

Mr.  Fitzgerald.  No,  sir.  There  was  no  business  ever  transacted 
with  me._ 

Mr.  Fulton.  Did  you  ever  act  as  secretary  in  the  Engineers  Group  ? 

Mr.  Fitzgerald.  I  was  informed  I  was  clerk,  not  secretary. 

Mr.  Fulton.  Did  j^ou  ever  sign  papers? 

Mr.  Fitzgerald.  Some,  I  have ;  some  that  I  found  out  my  name  was 
forged. 

Mr.  Fulton.  Some  were  forged  and  some  you  signed? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  Wliat  type  of  papers  did  you  sign  ? 

Mr.  Fitzgerald.  I  was  given  so  many  papers  to  sign,  I  wouldn't 
touch  them ;  I  passed  them  on. 

Mr.  Fulton.  You  just  signed  them  and  passed  them  on? 

Mr.  Fitzgerald.  Some  I  would  not  sign,  and  passed  them  off.  I  tried 
to  keep  copies  of  them. 

Mr.  Fulton.  Tell  us  the  kind  that  you  would  sign. 

INIr.  Fitzgerald.  Anything  that  I  read  thoroughly — that  I  knew 
about — I  would  sign. 

Mr.  Fulton.  Well,  what  was  that  ? 

Mr.  Fitzgerald.  If  it  was  a  fact — if  it  was  a  fact. 

Mr.  Fulton.  But  what  was  it  that  you  knew  about  in  respect  to  the 
Engineers'  Group  ? 

Mr.  Fitzgerald.  Well,  for  instance,  meetings  wdiich  I  knew  anything 
about.     There  was  only  one  meeting  I  ever  attended. 

Mr.  Fulton.  As  secretary,  it  is  your  statutory  duty  to  keep  the 
minutes  of  the  meetings,  is  it  not? 

Mr.  Fitzgerald.  I  always  understood  that  I  was  clerk.  I  used  to  quit 
quite  often.     I  was  dethroned  half  a  dozen  times. 

Mr.  Fulton.  What  is  the  distinction  you  make  between  secretary  and 
clerk?     I  am  unfamiliar  with  it. 

Mv.  Fitzgerald.  Mr.  Fuller  and  I  did  not  get  along. 

Mr.  Fulton.  What  did  you  disagree  on  ? 

Mr.  Fitzgerald.  Everything. 

Mr.  Fulton.  Specifically,  wliat  ? 

Mr.  Fitzgerald.  Some  of  his  insertions  which  I  knew  were  un- 
truthful. 

Mr.  Fulton.  And  what  were  they  ? 

Mr.  Fitzgerald.  About  different  departments. 

Mr.  Fulton.  The  departments  of  the  Government  ? 

IVIr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  And  his  influence  with  them  ? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  And  his  ability  to  get  Government  contracts? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  Now,  what  were  the  assertions,  particularly  ? 

Mr.  Fitzgerald.  Well,  for  instance,  he  had  so  and  so  in  a  certain 
department.  Tlie  next  day  I  would  call  his  attention  to  it,  or  an  hour 
afterward,  when  I  would  find  out. 

Mr.  Fulton.  Who  was  so  and  so,  and  what  was  the  certain  depart- 
ment ? 
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Mr,  Fitzgerald.  I  never  transacted  any  business  with  any  depart- 
ment for  the  Engineers'  Group. 

Mr.  Fulton.  How  do  you  know,  then,  that  it  was  a  falsehood  when 
he  said  what  you  said  he  said  ? 

Mr.  Fitzgerald.  He  would  mention  different  people  in  the  different 
departments.     I  did  get  an  export  license  some  time  in  January. 

Mr.  Fulton.  For  whom? 

Mr.  Fitzgerald.  For  Allied  Chemical  Co.,  in  the  presence  of  Major 
Hawkins,  Donald  Wakefield  Smith,  and  one  or  two  others,  to  sell  shells 
to  the  Russian  Government,  which  they  were  negotiating  an  order  for 
into  millions. 

Mr.  Fulton.  What  were  you  to  receive  for  it  ? 

Mr.  Fitzgerald,  I  was  to  ride  on  the  profits  that  were  to  be  made  from 
this  new  organization. 

Mr.  Fulton.  Did  you  do  anything  else  at  all  for  the  company  ? 

Mr.  Fitzgerald.  Not  to  my  knowledge. 

Mr.  Fulton.  All  these  transactions  that  were  brought  to  the  attention 
of  Governor  Curley  where  your  name  was  mentioned 

Mr.  Fitzgerald.  I  had  no  transactions  at  all  with  any  of  the  people 
mentioned,  such  as  Mr,  Thach,  Mr,  Hurt,  Mr,  Alley,  or  any  of  the 
contracts  that  you  refer  to, 

Mr,  Fulton.  All  these  names  thnt  Governor  Curley  and  I  were  dis- 
cussing during  this  afternoon  are  completely  new  to  you? 

Mr.  Fitzgerald.  They  what,  sir? 

Mr.  Fulton.  They  are  completely  new  to  you  ? 

Mr,  Fitzgerald.  I  know  who  they  are,  but  never  consulted  with 
them,  never  consulted  business  with  them,  never  talked  with  them. 

Mr.  Fulton.  Never  talked  with  Governor  Curley  about  them? 

Mr.  Fitzgerald.  I  have  discussed  lots  of  matters  with  the  Governor 
in  a  kidding  way. 

Mr.  Fulton.  You  were  joking  with  him  and  he  took  it  seriously,  is 
that  it? 

Mr.  Fitzgerald.  Governor  Curley?  No;  I  never  tried  to  kid  him 
about  business.    We  talked  about  life,  and  discussed  other  matters. 

Mr.  Fulton.  Regarding  the  Engineers  Group  ? 

Mr.  Fitzgerald.  No  ;  not  unless  someone  was  present.  If  the  ques- 
tion was  asked  me,  to  the  best  of  my  knowledge  I  would  not  remember. 

Mr.  Fulton.  How  about  the  Winnemucca  transaction? 

Mr.  Fitzgerald.  The  Winnemucca  transaction  I  had  in  view  with 
Fuller. 

Mr.  Fulton.  In  other  words,  you  and  the  Governor  did  discuss  that? 

Mr.  Fitzgerald.  I  knew  of  the  Wiimemucca  situation, 

Mr,  Fulton,  And  the  Morganstern  transaction? 

Mr,  Fitzgerald,  I  did  liave  some  trouble  with  Morganstern  the 
morning  he  arrived.  I  was  on  my  way  to  the  doctor  and  Morganstern 
and  I  got  into  an  argument  and  I  run  him  down  those  steps.  I  run 
him  out  of  the  office, 

Mr,  Fulton,  The  West  Paint  Co,  ? 

Mr,  Fitzgerald.  I  brought  a  man  and  he  filed  schedules  in  the  Pro- 
curement Division  of  the  United  States  Navy. 

Mr.  Fulton.  And  did  you  go  with  him  ? 

Mr.  Fitzgerald.  Yes,  sir.  He  listed  his  firm's  name  and  his  name 
and  the  schedules  were  sent  to  his  firm  and  put  on  the  list  of  bidding. 

Mr.  Fulton,  And  to  whom  did  you  introduce  him  in  the  Navy? 
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Mr.  Fitzgerald,  I  believe  there  was  a  MacMillan — Commander 
MacMillan — commander  of  the  Procurement  Division  of  the  United 
States  Navy. 

Mr.  Fulton.    Had  you  ever  kno\vn  him  before  ? 

Mr,  Fitzgerald,  No,  sir. 

Mr.  Fulton.  He  was  a  stranger  to  you  ? 

Mr.  Fitzgerald.  A  stranger  to  me. 

Mr.  Fulton.  Did  you  ever  discuss  this  with  anyone  else  in  the  Navy? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  What  was  meant  by  the  statement  that  you  had  inter- 
ceded with  the  West  Paint  Co.? 

Mr.  Fitzgerald.  I  learned  some  time  after  that  that  they  had  received 
two  contracts. 

Mr.  Fulton.  But  what  was  meant 

Mr.  Fitzgerald.  They  were  the  lowest  bidders. 

Mr.  Fulton.  What  was  meant  by  the  statement  that  you  had  inter- 
ceded ? 

Mr.  Fitzgerald.  I  can't  answer  that  question.  That  was  discussed 
with  us. 

Mr.  Fulton.  Whom  did  you  discuss  it  with  ? 

Mr.  Fitzgerald.  Fuller. 

Mr.  Fulton.  Whom  did  you  tell  Fuller  you  had  interceded  with? 

Mr.  Fitzgerald.  I  told  Fuller  I  filed  their  schedules  in  the  Procure- 
ment Division. 

Mr.  Fulton.  Then  you  say  all  that  you  did  was  to  take  the  man  over 
and  introduce  him  to  a  public  official  whom  you  had  never  met,  and  he 
filed  two  papers  and  left ;  is  that  it  ? 

Mr.  Fitzgerald.  There  is  an  information  bureau  to  inform  you  of 
the  paint  division  who  is  in  charge.  The  man  was  introduced  repre- 
senting the  West  Paint  Co.,  and  he  wanted  to  file  the  name  and  put  on 
the  list  to  be  notified  on  contracts  which  were  advertised. 

Mr.  Fulton,  But  specifically,  what  did  you  do  in  addition  to  just 
introducing  him,  if  anything? 

Mr.  Fitzgerald.  That  was  all. 

Mr.  Fulton.  Why  did  you  think  that  would  warrant  a  contribution? 

Mr.  Fitzgerald.  I  didn't  think  it  would  warrant  a  contribution.  I 
did  not  say  it  would  warrant  a  contribution. 

Mr.  Fulton.  It  was  Fuller  who  said  it  to  the  Governor.  Did  you 
know  about  it  ? 

Mr.  Fitzgerald.  No ;  I  did  not. 

Mr.  Fulton.  This  was  news  to  you  today  ? 

Mr.  Fitzgerald.  News  to  me.  I  never  knew  there  was  such  a  letter 
in  existence. 

Mr.  Fulton.  Now,  from  whom  did  you  last  receive  a  cash  fee,  and 
when  ? 

Mr.  Fitzgerald.  My  personal  family. 

Mr,  Fulton.  From  whom  in  your  personal  family  ? 

Mr.  Fitzgerald.  My  daughter. 

Mr.  Fulton.  And  have  you  received  any  cash  of  any  kind  from 
any  source  other  than  your  family  during  the  last  year? 

Mr.  Fitzgerald.  Not  in  the  last  9  months.    I  haven't  been  well. 

Mr.  Fulton.  None  whatever? 

Mr.  Fitzgerald.  No,  sir. 
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Mr.  Fulton.  Nine  months  ago  whom  did  you  receive  a  fee  from? 
What  was  your  last  cash  fee  ? 
'  Mr.  Fitzgerald.  I  can  bring  down  my  notebook. 

Mr.  Fulton.  You  don't  recall? 

Mr.  Fitzgerald.  To  tell  you  the  truth,  as  I  am  on  the  stand  under 
oath,  I  would  like  to  consult  my  notebook  and  give  you  and  the 
committee  the  facts. 

Mr.  Fulton.  Do  you  remember  anybody  who  gave  you  any  fees 
within  the  last  2  years  ? 

Mr.  Fitzgerald.  Yes. 

Mr.  Fulton.  Which  companies  and  for  what  ? 

Mr.  Fitzgerald.  I  would  like  the  privilege  of  bringing  down  my 
notebook  and  laying  it  before  the  committee. 

Mr.  Fulton.  Do  you  enter  all  your  fees  in  that  notebook? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  And  you  have  that  notebook? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  And  you  will  bring  it  to  the  committee? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.' It  is  in  your  possession  now? 

Mr.  Fitzgerald.  It  is  in  my  possession. 

Mr.  Fulton.  And  what  were  these  utility  companies  that  you  said 
you  represented  ? 

Mr.  Fitzgerald.  I  was  with  the  street  railway  here  on  the  merger — 
on  the  gas  merger,  the  Washington  Gas  and  Georgetown  Light. 

Mr.  Fulton.  Any  others  ? 

Mr.  Fitzgerald.  We  were  all  in  on  that  holding  bill. 

Mr.  Fulton.  And  what  was  the  nature  of  your  work  for  them  on 
the  holding  bill  ? 

Mr.  Fitzgerald.  Legislation. 

Mr.  Fulton.  Legislation? 

The  Chairman.  Did  you  appear  before  the  Interstate  Commerce 
Committee  of  the  Senate  when  that  hearing  was  going  on? 

Mr.  Fitzgerald.  No,  Senator ;  I  did  not. 

Mr.  Fulton.  What  do  you  mean  by  legislation  ? 

Mr.  Fitzgerald.  In  favor  of  the  bill. 

Mr.  Fulton.  You  mean  you  lobbied  for  the  bill  ? 

Mr.  Fitzgerald.  Yes. 

Mr.  Fulton.  Was  the  money  that  you  said  you  gave  to  Mr.  Fuller 
your  money  ? 

Mr.  Fitzgerald.  My  money. 

Mr.  Fulton,  But  you  don't  remember  where  you  got  it  from? 

Mr.  Fitzgerald.  I  wouldn't  say  that ;  no. 

Mr.  Fulton.  Well,  now,  where  did  you  get  that  $700  from  ? 

Mr.  Fitzgerald.  I  had  some  bonds,  stock. 

Mr.  Fulton.  Which  you  sold? 

Mr.  Fitzgerald.  Yes;  I  have  been  disposing  of  them  for  the  past 
3  years. 

Mr.  Fulton.  What  stock  have  you  sold  for  that  purpose  ? 

Mr.  Fitzgerald.  I  had  some  General  Motors. 

Mr.  Fulton.  And  you  sold  it  to  get  the  money  to  pay  Mr.  Fuller  ? 

Mr.  Fitzgerald.  No  ;  I  disposed  of  a  lot  of  stock  in  the  last  3  years. 

Mr.  Fulton.  Which  stock  did  you  sell  to  get  the  money  to  give  Mr. 
Fuller? 
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Mr.  Fitzgerald.  That  was  part  of  the  proceeds  that  I  sold  the  stock 
for.     Thig  $750  was  not  in  one  lump  sum. 

Mr.  Fulton.  Did  you  give  him  that  money  in  order  to  puichase 
stationery  ? 

Mr.  Fitzgerald.  I  bought  stationery ;  pencils  and  paper. 

Mr.  Fulton.  You  bought  it  yourself? 

Mr.  Fitzgerald.  Yes ;  about  $12  or  $15  or  $16. 

Mr.  Fulton.  As  a  matter  of  fact,  you  bought  it  here  in  the  Senate 
Office  Building,  didn't  you  ? 

Mr.  Fitzgerald.  Yes. 

Mr.  Fulton.  So  your  own  personal  letterhead  appears  on  United 
States  Government  watermarked  paper. 

Mr.  Fitzgerald.  I  had  some  of  that  paper — blank  paper. 

Mr.  Fulton.  Do  you  wish  to  tell  us  anything  further  about  your 
connection  with  this? 

Mr.  Fitzgerald.  I  had  no  transactions  with  any  of  the  officers  or 
directors.  I  never  was  consulted.  I  never  made  any  trips  with  Mr. 
Fuller.     I  never  have  been  his  guest  in  any  of  the  hotels. 

Mr.  Fulton.  When  did  you  meet  Fuller  for  the  first  time? 

Mr.  Fitzgerald.  In  1938.' 

Mr.  Fulton.  And  where  ? 

Mr.  Fitzgerald.  Chicago. 

Mr.  Fulton.  And  how  did  you  happen  to  meet  him  there  ? 

Mr.  Fitzgerald.  In  front  of  the  Congress  Hotel. 

Mr.  Fulton.  Had  you  known  him  previously  ? 

Mr.  Fitzgerald.  Never  met  him  before. 

IMr.  Fulton.  You  mean  you  bumped  into  him  on  the  street? 

Mr.  Fitzgerald.  No.     I  was  introduced  to  him  by  Harry  Bell. 

Mr.  Fulton.  Wlio  was  with  whom  ? 

Mr.  Fitzgerald.  Fuller  and  a  man  by  the  name  of  Blair  and  J. 
Finkel  stein. 

Mr.  Fulton.  And  what  were  they  discussing  at  the  time? 

Mr.  Fitzgerald.  Well,  we  were  all  discussing  politics  then. 

Mr.  Fulton.  Well,  what  specifically  did  Fuller  have  to  do  with 
politics? 

Mr.  Fitzgerald.  I  did  not  discuss  politics  with  him. 

Mr.  Fulton.  What  did  you  discuss  with  him? 

Mr.  Fitzgerald.  He  brought  up  the  subject  tliat  he  Avas  from 
Massachusetts,  told  me  he  was  in  the  campaign  in  1932. 

Mr.  Fulton.  Fuller  had  very  recently  and  even  then,  I  think, 
was  in  some  criminal  difficulties;  was  he  not?     Did  he  mention  those? 

Mr.  Fitzgerald.  No,  sir.  I  did  not  know  anything  about  his  past 
record — only  here. 

Mr.  Fulton.  Who  was  the  mnn  who  introduced  you  to  him  with- 
out informing  you  of  his  record? 

Mr.  Fitzgerald.  Harry  Bell. 

Mr.  Fulton.  Who  was  Harry  Bell? 

Mr.  Fitzgerald.  An  associate  of  Fuller's  out  in  Chicago. 

Mr.  Fulton.  In  what  enterprise? 

Mr.  Fitzgerald.  Well,  I  understand  they  were  in  the  refrigera- 
tion business.     [Laughter.] 

Mr.  Fulton.  Cold  storage,  I  take  it.  Did  he  describe  what  the 
business  relating  to  refrigeration  was? 

Mr.  Fitzgerald.  No;  I  never  discussed  that  with  him. 
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Mr.  Fulton,  What  did  you  discuss  with  him  ? 

Mr.  FrrzGEijALD.  Oh,  lie  just  tcilked  about  Massachusetts  in  general. 

Mr.  Fulton.  In  other  words,  a  casual  conversation.  Where  had 
you  met  Bell '. 

Mr.  Fitzgerald.  Congress.    That  was  my  district,  my  precinct. 

Mr.  Fulton.  Was  Bell  a  Congressman? 

]\Ir.  FiTZGEKALD.  No,  uo.     He  was  an  associate  of  Fuller's. 

Mr.  Fulton.  Yes;  but  I  mean  where  had  you  met  him? 

Mr.  Fitzgerald.  Chicago. 

Mr.  Fulton.  But  in  what  connection? 

Mr.  Fitzgerald.  In  no  connection.  Just  I  was  introduced  to  him 
through  J.  Finkelstein. 

Mr.  Fulton.  And  who  was  Mr.  Finkelstein? 

Mr.  Fitzgerald.  He  was  an  oil  man,  junk  business. 

Mr.  Fulton.  And  how  had  you  met  him  ? 

Mr.  Fitzgerald.  I  had  known  him  for  years. 

Mr.  Fulton.  Did  he  introduce  to  you  Mr.  Bell  and  say  that  he  knew 
Mr.  Bell  ?      * 

Mr.  Fitzgerald.  Yes. 

Mr.  Fulton.  He  said  he  had  business  with  him  ? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  Mr.  Finkelstein  was  a  reputable  businessman,  was  he? 

Mr.  P^itzgerald.  Yes,  sir ;  for  years. 

Mr.  Fulton.  When  clid  you  next  meet  Mr.  Fuller  after  that  meeting 
which,  I  take  it,  resulted  in  no 

Mr.  Fitzgerald  (interposing).  Here  in  Washington. 

Mr.  Fulton.  When  was  that  ? 

Mr.  Fitzgerald.  About  a  vear  afterward. 

Mr.  Fulton.  1939  ? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  What  was  he  doing  then? 

Mr.  Fitzgerald.  He  had  a  big  housing  proposition  in  Norfolk. 

Mr.  Fulton.  Did  he  try  to  interest  you  in  that  ? 

Ml'.  Fitzgerald.  No;  he  did  not.  He  was  very  prosperous,  he 
told  me. 

Mr.  Fulton.  Did  you  have  anj^  contact  with  him  other  than  casual 
meetings  ? 

Mr.  Fitzgerald.  No  contact  with  him. 

Mr.  Fulton.  Did  you  meet  him  more  than  once  ? 

Mr.  Fitzgerald.  Just  once. 

]Mr.  Fulton.  'WHiere? 

Mr.  Fitzgerald.  On  Connecticut  Avenue.  I  was  standing  in  the 
door. 

Mr.  Fulton.  You  just  met  walking  on  the  street,  and  he  recognized 
you? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  What  happened  next? 

Mr.  Fitzgerald.  I  met  his  wife.  She  asked  me  if  my  name  was 
Fitzgerald. 

Mr.  Fui^TON.  She  came  to  your  office? 

Mr.  Fitzgerald.  I  had  no  office  then. 

Mr.  Fulton.  How  and  where  did  you  meet  her  ? 

Mr.  Fitzgerald.  In  the  Mayflower  Drug  Store. 
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Mr.  Fulton.  She  had  never  met  you,  had  she  ? 

Mr.  Fitzgerald.  I  don't  recollect  havin<^  met  her  before. 

Mr.  Fulton.  How  did  she  recognize  you  ? 

Mr.  Fitzgerald.  I  do  not  know. 

Mr.  Fulton.  Anyhow,  what  happened  when  you  met  her  in  the 
drug  store? 

Mr.  Fitzgerald.  She  told  me  that  her  husband  was  locked  up  for  an 
unjust  cause  and  he  had  a  lot  of  property  down  in  Norfolk  that  they 
were  trying  to  take  away  from  him.  She  w^anted  to  know  if  I  wouldn't 
speak  to  Governor  Curley  and  interest  him  in  his  cause,  because  he 
was  from  Massachusetts.  I  told  her  I  didn't  know  how  to  approach 
Governor  Curley  with  anything  like  that. 

Mr.  Fulton.  Was  that  the  end  of  the  discussion  ? 

Mr.  Fitzgerald.  That  was  the  end  of  the  discussion.  About  10  days 
afterw^ard  I  got  a  letter. 

Mr.  Fulton.  The  letter  that  was  introduced  this  morning,  which 
you  furnished  to  us? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  When  he  asked  for  your  opinion 

Mr.  Fitzgerald  (interposing).  I  threw  that  letter  aside.  I  don't 
know  wiiat  became  of  it,  but  m  hen  I  got  that  summons,  I  went  through 
files  and  records  and  everything  else. 

Mr.  Fulton.  The  next  contact  you  had  with  Fuller  was  where? 

Mr.  Fitzgerald.  While  he  was  out. 

Mr.  Fulton.  Yes;  he  came  to  see  you,  did  he? 

Mr.  Fitzgerald.  No;  he  didn't  come  to  see  me.  I  ran  into  him  in 
the  Mayflower  Hotel  the  same  day  that  I  was  sorry  I  introduced  him 
to  Govei-nor  Curley. 

Mr.  Fulton.  Oh,  you  then  took  him  up  and  introduced  him  to  the 
Governor  ? 

Mr.  Fitzgerald.  I  did  not  take  him  up  and  introduce  him. 

Mr.  Fulton.  He  took  you  up  ? 

Mr.  Fitzgerald.  He  was  standing  there  with  me.  I  was  waiting  to 
see  the  Governor. 

Mr.  Fulton.  And  that  is  how  you  happened  to  introduce  him? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  In  1941,  in  October,  did  you  go  to  Chicago? 

Mr.  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  At  that  time  you  were  secretary  of  this  Engineers 
Group,  were  you  not? 

Mr.  Fitzgerald.  I  had  quit  before. 

Mr.  Fulton.  Do  you  know  anything  that  was  happeninug  about 
that  time  in  Chicago  with  respect  to  his  criminal- 

Mr.  Fitzgerald  (interposing).  I  was  informed  there  was  an  old 
charge,  an  old  case,  against  him.  I  did  not  know  until  a  week  be- 
fore  

Mr.  Fulton  (interposing).  In  Illinois? 

Mr.  Fitzgerald.  I  did  not  know\  He  had  a  counsel  on  that  who  was 
out  previously,  whom  I  did  not  know,  who  went  out  with  me. 

Mr.  Fulton.  Counsel  went  out  with  you? 

Mr.  Fitzgerald.  Yes;  he  was  on  the  same  plane.  I  was  aboard  the 
plane,  and  he  got  aboard  the  plane.     I  didn't  know  he  was  coming. 

Mr.  Fulton.  What  was  his  name? 

Mr.  Fitzgerald.  Dennis  Hughes. 
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Mr.  Fulton.  How  do  you  spell  the  last  name  ? 

Mr.  Fitzgerald.  Hughes,  H-u-g-h-e-s. 

Mr.  Fulton.  And  he  was  going  out  to  Chicago  to  act  for  Fuller  in 
this  Illinois  charge  ? 

Mr,  Fitzgerald.  Yes,  sir. 

Mr.  Fulton.  What  happened  on  that  charge,  and  what  took  place 
thereafter? 

Mr.  Fitzgerald.  All  I  know  is  that  Fuller  made  restitution.  He 
paid  this  insurance  company  I  don't  know  how  much  money. 

Mr.  Fulton.  How  much  was  tlie  amount  you  understood  was  paid? 

Mr.  Fitzgerald.  A  thousand  dollars. 

Mr.  Fulton.  $1,000? 

Mr.  Fitzgerald.  I  wasn't  a  party  to  the  transaction.  There  was 
$1,400.  That  is  all  the  money  there  was.  I  had  a  fight  with  him 
immediately  after  I  returned  because  he  told  certain  people  that  he 
paid  to  have  that  case  fixed,  that  it  cost  him  $17,000. 

Mr.  Fulton.  To  whom  did  he  tell  that  ? 

Mr.  Fitzgerald.  To  another  namesake  of  his. 

Mr.  Fulton.  Who  was  that  ? 

Mr.  Fitzgerald.  A  man  by  the  name  of  Fuller,  and  I  was  going  to 
take  a  crack  at  him  right  there. 

Mr.  Fulton.  You  mean  that  Fuller  said  in  your  presence 

Mr.  P^itzgerald  (interposing).  Not  in  my  presence. 

Mr.  Fulton.  Fuller  said 

Mr.  Fitzgerald  (interposing).  I  heard  from  this  party  that  he  said 
that  he  paid  $17,000  to  have  that  case  fixed. 

Mr.  Fulton.  Who  was  the  party  you  heard  it  from  ? 

Mr.  Fitzgerald.  James  Fuller. 

Mr.  Fulton.  In  other  words,  James  Fuller  told  you 

Mr.  Fitzgerald  (interposing).  James  Fuller,  I  said — another  name- 
sake of  his. 

Mr.  Fulton.  Wliere  was  this  other  James  Fuller  from  ? 

Mr.  Fitzgerald.  Chicago,  a  contractor,  who  I  learned  later 

Mr.  Fulton.  And  that  James  Fuller,  being  the  second  one,  said 
that  the  first  Fuller  had  told  him  that  he  had  paid  $17,000  to  fix  his 
case  ? 

Mr.  Fitzgerald.  Yes,  sir. 

The  Chairman.  That  is  all,  Mr.  Fitzgerald. 

Mr.  Fulton.  One  other  question,  I  think.  Did  you  ever  send  this 
telegram  that  was  sent  under  your  name,  to  the  associate  counsel  of 
the  committee  ? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  Did  you  ever  see  that  ? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  Did  you  ever  receive  any  reply  to  it? 

Mr.  Fitzgerald.  No,  sir. 

Mr.  Fulton.  Then  if  that  was  sent  in  your  name  by  Fuller  or  some- 
one, it  was  in  effect  passing  off  his  name  as  being  yours. 

Mr.  Fitzgerald.  Yes,  sir;  if  that  was  typewritten,  the  girl  in  the 
office  can  explain  that. 

Mr.  Fulton.  Have  you  any  means  of  explaining  why  or  how  any- 
one would  have  forged  your  name  to  a  telegram  to  us? 

Mr.  Fitzgerald.  My  name  has  been  forged  right  along. 

Mr.  Fulton.  But  I  mean  this  particular  time. 
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Mr.  Fitzgerald.  I  could  not  answer  that  question. 

The  Chairman.  Tliat  is  all,  Mr.  Fitzgerald. 

Mr.  Thach. 

Mr.  Thach,  will  you  be  sworn,  please.  .  Do  you  solemnly  swear  to 
tell  the  truth,  the  whole  truth,  and  nothing  but  the  truth  in  the  testi- 
mony you  are  about  to  give  before  this  committee,  so  help  you  God? 

Mr.  Thach.  I  do. 

TESTIMONY  OF  ROBERT  Q.  THACH,  ATTORNEY  AT  LAW, 
WOODWARD  BUILDING,  WASHINGTON,  D.  C. 

CONNECTION  OF  ROBERT  G.  THACH  WITH  ENGINEERS'  GROUP,,  INC. 

The  Chairman.  Will  you  be  seated  in  that  chair,  Mr.  Thach,  and 
give  your  name  and  connections  to  the  reporter  for  the  record,  please? 

Mr.  Thach.  My  name  is  Robert  G.  Thach.  I  am  an  attorney  at  law. 
I  reside  in  Washington  at  2101  Connecticut  Avenue  and  I  have  offices  in 
the  Woodward  Building. 

Mr.  Fulton.  Mr.  Thach,  you  have  requested  an  opportunity  to  ap- 
pear and  be  heard.  I  wanted  the  record  to  show  clearly  with  respect  to 
you  that  you  are  an  attorney  of  long  standing  and  high  reputation  in 
tlie  city  of  Washington  and  elsewhere.  You  have  been  general  counsel, 
I  think,  for  Pan  American  Airways,  have  you  not? 

Mr.  Thach.  I  was  admitted  to  the  Alabama  bar  in  1913  and  to  the 
New  York  bar  in  1920,  after  serving  in  France  in  the  last  war.  I  was 
one  of  the  organizers  of  Pan  American  Airways  and  was  vice  president 
and  general  counsel  of  the  company  from  its  organization  in  1927  or 
'28—1  forget  which— to  the  end  of  1939. 

Mr.  Fulton.  And  you  have  also  represented,  during  the  past  10  or 
20  years,  a  number  of  well-known  corporations  of  standing  in  the 
community. 

Mr.  Thach.  I  have.  I  was  a  member  of  the  law  firm  of  Thach  «Si 
Underwood,  in  Birmingliam,  Ala.,  which  represented  a  large  number 
of  reputable  clients,  and  then  I  was  later  a  member  of  the  firm  of 
Whitman  &  Ransom  in  New  York. 

Mr.  Fulton.  A  firm  which  I  know  to  be  one  of  the  leaders  of  the  bar 
there. 

Mr.  Thach.  And  later  I  went  out  into  the  practice  for  myself  in 
New  York,  and  later  devoted  practicallj'^  all  of  my  time  to  Pan  Ameri- 
can Airways  Corporation. 

Mr.  Fulton.  Would  you  tell  us  how  you  became  connected  with  this 
matter,  and  the  extent  to  which  you  were  connected  with  it,  bearing 
in  mind  the  statements  that  I  think  you  have  heard  today  of  a  number 
of  different  individuals? 

(Senator  Joseph  H.  Ball,  of  Minnesota,  took  the  chair.) 

Mr.  Tpiach.  I  welcome  the  opportunity  to  do  so. 

I  first  was  introduced  to  Mr.  Fuller  in  a  group  of  other  gentlemen 
in  the  month  of  August  1940.  I  had  been  consulted  on  the  telephone 
by  a  man  by  the  name  of  Paul  H.  Schoppel,  of  New  York,  with  respect 
to  a  housing  development  in  which  he  was  interested  at  Newport  News, 
Va.,  and  the  name  of  that  company  was  the  East  Hilton  Housing 
Corporation. 

Mr.  Fulton.  That  is  the  same  one,  Mr.  Hurt,  I  think,  referred  to  as 
beinii'  one  that  he 
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Mr.  Thach  (interposing).  I  wouldn't  know. 

Mr.  Fulton.  I  see. 

Mr.  Thach.  At  any  rate,  it  was  represented  to  me  that  this  concern 
was  actively  engaged  in  the  construction  of  some  housing  at  New^port 
News,  had  broken  ground  on  it,  and  Mr.  Schoppel  asked  me  if  I  could 
find  out,  through  the  Federal  Housing  Administration  and  through 
the  Mortgage  Corporation  of  the  R.  F.  C,  due  to  the  fact  that  there 
was  a  recognized  sliortage  of  houses  in  that  community,  whether  there 
would  be  any  relaxation  in  the  Federal  Housing  attitude  toward 
financing  projects  of  that  sort. 

Mr.  Fulton.  What  do  you  mean  by  relaxation  ? 

Mr.  Thach.  Well,  I  can't  recollect  exactly,  Mr.  Fulton,  the  point, 
but  from  this  memorandum  w^liich  I  have  dug  out  of  my  own  files  it 
seems  there  had  been  a  previous  limitation  of  10  per  week,  and  Mr. 
Schoppel  said  that  the  corporation  in  which  he  was  interested  was  able 
and  willing  to  build  them  at  the  rate  of  30  a  week  if  the  machinery  of 
the  F.  H.  A.  in  Washington  could  be  set  up  for  that  increase. 

(Senator  Truman  resumed  the  chair.) 

Mr.  Thach.  All  that  I  did  in  the  matter  w^as  that  I  went  with  Mr. 
Schoppel  to  the  Federal  Housing  Administration  and  spoke  with  one 
of  the  executives  there  and  received  some  encouragement  on  it,  because 
lliey  were  worried  about  the  housing  situation  in  Newport  News. 

Then  we  later  went  over  with  this  gentleman  from  the  Federal  Hous- 
ing Administration  had  had  a  talk  with  Mr.  George  Williams  over  at 
the  RFC  Mortgage  Company.  That  was  the  extent  of  the  work 
w^hich  I  did  on  the  matter. 

I  happened  to  meet  Mr.  Fuller  in  this  way,  that  after  we  had  left 
the  R.  F.  C.  Mr.  Schoppel  asked  me  to  come  down  to  the  Willard  Hotel 
and  meet  some  of  his  associates  in  this  deal 

Mr.  Fulton  (interposing).  At  least  you  got  aw^ay  from  the  May- 
flow^er. 

Mr.  Thach.  Yes;  it  was  the  Willard,  I  am  quite  sure. 

I  went  down  there  and  met,  I  think,  Mr.  Charlie  Upham,  whom  I 
had  known  of  as  being  a  reputable  citizen  (I  think  he  had  something 
to  do  with  the  American  Road, Builders  Association)  and  Mr.  Lee 
Bivins,  from  Norfolk,  who  was  the  State's  attorney  there.  And  Mr. 
Fuller  was  there.  Mr,  Fuller  was  introduced  to  me  as  the  man  who 
was  actually  on  the  job,  running  the  construction  work. 

I  think  that  3  or  4  days  later,  or  maybe  a  week  later,  Mr.  Schoppel 
was  back  in  town  again,  and  again  I  met  several  of  the  group  at  the 
Willard  for  a  couple  of  drinks  and  conversation,  but  not  about  any 
particular  business.  That  is  the  only  time  that  I  ever  met  Mr.  Fuller 
up  until  the  time  when  he  approached  me  in  the  latter  part  of  June. 

Mr.  Fulton.  You  didn't  know,  then,  that  subsequent  to  that  meet- 
ing and  before  your  second  meeting,  he  had  been  incarcerated  in 
prison  ? 

Mr.  Thach  Oh,  no;  I  never  had  nuy  idea  of  it,  and  I  never  knew 
anything  about  him  at  all,  except  that  he  Avas  introduced  to  me  by  Mr. 
Schoppel  as  being  a  capable,  efficient  fellow  who  was  running  this 
housing-  project  in  Newport  News. 

Mr.  Fulton.  Suppose,  then,  that  you  tell  us  your  next  meeting  and 
just  go  oil  in  your  own  words  and  give  us  the  whole  story  as  you 
recall  it. 

Mr.  Thach.  I  will  tiy  to  give  it  to  you  as  briefly  as  I  can. 
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I  underwent  a  very  serious  operation  in  Marcli  of  1941  and  was  in 
the  hospital  and  confined  to  my  house  for  about  2  months.  While  I 
was  still  convalescent,  Mr.  Fuller  called  my  office  several  times  and 
told  my  secretary  that  he  had  some  business  that  he  wanted  to  speak  to 
me  about,  that  he  had  met  me  a  year  ago  through  Mr.  Schoppel. 
Finally,  I  requested  my  secretary  to  ask  him  to  call  me  at  my  apart- 
ment, which  he  did,  and  he  told  me  that  he  had  some  very  important 
business  that  he  would  like  to  consult  me  about,  if  I  were  well  enough, 
that  he  understood  that  I  had  been  seriously  ill,  and  that  he  would  like 
to  make  an  appointment  with  me  in  the  next  few  days. 

I  don't  remember  the  exact  number  of  days  after  he  initially  con- 
tacted me  on  the  telephone  that  I  met  him,  but  I  know  that  I  was  still 
not  feeling  very  well,  and  I  made  an  engagement  for  him  to  meet 
me  at  my  club,  the  Metropolitan  Club.  He  came  there  at  that  time 
and  had  a  number  of  papers — technical  reports  chiefly,  and  also  a 
list  of  some  of  the  people  that  he  had  told  me  were  interested  in  this 
project  with  him.  He  had  been  up  in  New  York  in  a  conference  with 
Mr.  Tom  Simmons,  of  whom  I  had  heard,  although  I  didn't  know 
him  personally,  who  was  represented  by  Mr.  Rayford  Alley.  He 
said  that  Mr.  Alley  had  represented  Mr.  Simmons  for  20  years  and 
that  they  had  been  in  this  meeting  with  some  of  the  representatives 
of  the  Olin  interests  from  East  St.  Louis,  who  had  financed  the  de- 
velopment of  what  was  known  as  the  Kalunite  process  for  making 
alumina  out  of  alunite  and  other  aluminum-bearing  clays.  He  asked 
me  if  I  would  be  interested  in  representing  this  group,  along  with 
Mr.  Alley  and  along  with  another  attorney  who  represented  him  in 
New  York,  Mr,  George  Eichelberger,  in  the  negotiations  to  the  end 
of  acquiring  an  interest  from  the  Olins  in  the  Kalunite  process.  He 
said  that  the  Olins  were  very  wealthy,  influential  people,  but  they  had 
secured  an  enormous  amount  of  munitions  contracts  and  were  so  en- 
gaged with  that  that  they  were  not  inclined  to  give  this  Kalunite  de- 
velopment tlie  attention  that  Mr.  Frank  Eichelberger,  its  chief  engi- 
neer and,  I  think,  its  president  at  that  time,  felt  that  it  deserved,  and 
that  he  thought  that  it  was  a  great  opportunity  for  a  younger  and 
more  aggressive  group  of  people,  a  .large  number  of  whom  he  had 
already  enlisted  interest  from  to  attempt  to  purchase  an  interest  in 
this  company. 

He  submitted  to  me  at  that  time,  or  at  one  of  the  subsequent  meet- 
ings shortly  thereafter,  a  letter  which  was  subsequently  verified  as 
being  genuine,  which  had  been  signed  Tom  Simmons — T.  W.  Sim- 
mons, of  Los  Angeles — and  the  Olin  interest  or  Kalunite,  Inc. 

I  told  him  that  I  was  reluctant  to  take  on  the  work  because  I  was 
still  convalescent.  I  could  see  that  if  the  thing  were  going  ahead  at 
all,  it  would  require  an  enormous  amount  of  time,  and  my  first  answer 
to  him  on  accepting  it  was  "No." 

Then  he  introduced  me  to  Frank  Eichelberger  and  to  George  Eichel- 
berger, and  he  took  me  to  see  Mr,  Reynolds,  who  was  the  president  of 
the  Eeynolds  Metals  Corporation,  who,  in  a  brief  conversation,  evi- 
denced quite  a  bit  of  interest  and  belief  in  this  process.  Then  I  got 
in  touch  with  my  old  friend,  Rayford  Alley,  and  Rayford  Alley  had 
conducted  these  negotiations  between  Simmons  and  the  Olins,  at  which 
Fuller  was  present,  I  understand. 

I  finally  told  Mr.  Fuller  that  I  would  be  willing  to  undertake  the 
work,  provided  he  paid  me  a  substantial  retainer,  and  I  named  the 
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figure  of  $5,000,  which  he  said,  "Well,  that's  reasonable  enough.  I 
don't  know  whether  I  will  be  able  to  pay  it  all  in  one  lump,  because  I 
may  have  to  assess  some  in  my  group  to  cover  the  expense  of  this 
proceeding,  but  I  will  be  able  to  make  you  a  substantial  payment  in  2 
weeks." 

I  have  here  a  list,  of  which  I  gave  you  a  copy,  of  the  payments  that 
were  made  me  under  that  retainer. 

Mr.  Fulton.  They  total  how  much? 

Mr.  Thach.  They  total  $4,594,  but  my  secretary  and  I  are  both 
under  the  impression  that  one  credit — this  last  credit  on  there  of 
$294,  this  odd  figure — 'Was  for  reimbursement  of  some  out-of-pocket 
charges,  such  as  long-distance  telephone  calls  and  travel  expenses,  or 
something  of  that  nature,  because  I  think  the  real  amount  that  w^as 
paid  on  the  bill  was  $4,300. 

Mr.  Fulton,  And  were  you  also  to  receive  a  participation  in  the 
syndicate  if  it  were  successful  ? 

Mr.  Thach.  Well,  at  that  stage  of  the  game,  of  course,  the  manner 
in  which  the  thing  could  be  worked  out  was  very  nebulous.  I  con- 
firmed the  fact  that  the  Olins  were  interested  in  selling  this  interest. 
Both  Mr.  Simmons  and  myself,  Mr.  Simmons  having  devoted  a  lot  of 
time  to  these  negotiations,  believed  that  the  proposition  as  originally 
set  up  was  not  financially  sound,  that  a  better  deal  could  be  made 
with  the  Olins,  and,  as  a  matter  of  fact,  2  months  or  10  weeks  were 
consumed  in  various  negotiations  both  in  East  St.  Louis  and  in  Wash- 
ington, and  I  think  once  or  twice  in  New  York,  toward  a  modification 
of  the  deal. 

I  told  JNIr.  Fuller  at  the  start  that  if  the  deal  was  successful  and 
involved  as  much  time  and  effort  as  I  thought  it  would  require  if  it 
did  work  out,  I  would  expect  additional  compensation. 

Mr.  Fulton.  To  be  arranged  at  a  later  time. 

Mr.  Thach.  To  be  arranged  in  a  manner  mutually  satisfactory  to 
both  of  us. 

Mr.  Fulton.  And  depending  on  the  extent  of  the  success  of  the 
deal. 

Mr.  Thach.  That  is  right.  He  told  me  at  that  time  that  if  it  were 
successful,  it  was  his  intention  to  give  me  a  portion  of  his  stock  in 
either  Engineers  Group  or  in  the  new  company  to  be  formed,  if  a 
new  one  was  formed,  that  carried  out  this  deal. 

Mr.  Fulton.  That  is  the  basis,  then,  I  suppose,  of  the  statement  he 
made  tliat  j^ou  were  a  stockholder  in  his  group. 

Mr.  Thach.  Mr.  Alley,  during  the  course  of  our  constant  negotia- 
tions on  the  Kalunite  deal,  entered  into  these  discussions  with  Mr. 
Fuller  about  these  housing  contracts.  I  had  no  part  in  the  discus- 
sions. I  had  no  knowledge  of  what  the  transactions  involved.  I 
didn't  know  what  the  deal  was  except  that  I  knew  that  such  discussions 
were  going  on,  because  at  various  times  when  I  had  met  Mr.  Alley  and 
some  of  the  Olin  representatives  and  Mr.  Simmons  and  others  at  the 
hotel  or  at  my  club  or  at  my  office,  I  knew  that  they  were  discussing 
some  other  business. 

Mr.  Fulton.  Mr.  Alley  testified  that  you  were  present  for  a  period 
of  3  or  4  hours  one  evening  while  the  deal  was  being  threshed  out  on 
the  housing. 

Mr.  Thach.  That  is  not  accurate.  Mr.  Alley  sent  me  a  wire  which 
he  read  into  the  record,  which  is  correct. 
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Mr.  Fulton.  I  Avas  talking  about  the  testimony  he  gave  here  of  your 
having  been  present  for  3  or  4  hours. 

Mr.  Thach.  I  am  leading  up  to  tliat,  Mr.  Fulton,  He  sent  me  this 
telegram,  which  I  replied  to  ]ust  as  he  read  it.  He  wired  to  me,  I 
received  it,  and  that  is  my  reply  to  him  as  I  sent  it. 

Mr.  Fulton.  In  that  telegi-am,  you  expressed  the  position  that  you 
are  counsel  for  the  company  and  that  you  are  not  director,  because  you 
didn't  want  to  take  both  offices. 

Mr.  Thach.  Well,  Mr.  Fuller  told  me  when  I  called  him  up  about 
this  thing — I  said,  "Well,  I  have  never  agreed  to  serve  as  a  director 
or  as  general  counsel  or  as  an  officer  of  your  company,  and  Mr.  xUley 
tells  me  that  you  have  informed  him  that  I  have  or  that  I  am,"  and 
I  said,  "It  is  not  true  and  I  don't  care  to  serve  in  that  capacit3^  What 
is  your  explanation  of  his  statement  to  me?"  This  w^ire  was  meant 
to  convey  Fuller's  explanation  to  me  that  he  had  contemplated  elect- 
ing me  to  these  offices,  but  I  was  never  elected  because  I  had  told  him 
at  some  time  or  another  when  he  asked  me  about  it,  that  I  didn't 
care  to  be. 

Mr.  Fulton.  That  is,  director  and  secretary? 

Mr.  Thach.  That  is  right. 

Mr.  Fulton.  Now  as  to  counsel — you  were  counsel? 

Mr.  Thach.  I  was  counsel  for  them,  definitely ;  accepted  a  retainer 
as  counsel  in  this  Kalunite  negotiation  and  acted  as  such  in  conjunc- 
tion with  Mr.  Alley  and  Mr.  Eichelberger  for  the  entire  period  that 
the  negotiations  continued. 

Mr.  Fulton.  But  the  question  I  was  raising  was  whether  you  were 
counsel  for  a  limited  purpose,  as  I  think  your  testimony  today  indi- 
cates your  thought  was  in  respect  to  Kalunite,  or  whether  you  were 
what  your  telegram  would  appear  to  indicate,  counsel  for  the  com- 
pany, just  as  you  were  once  counsel  for  Par^- American,  you  see. 

Mr.  Thach.  I  was  never  counsel  for  the  company,  and  there  were 
innumerable  transactions  which  I  knew  nothing  about.  I  had  never 
acquainted  myself  with  the  corporate  set-up.  I  had  never  been  shown 
the  books.     I  had  never  been  asked  to  pass  on  the  books. 

Mr.  Fulton.  I  was  just  trying  to  develop  it.  Your  position  is  that 
you  were  only  a  limited  counsel  for  a  limited  thing. 

Mr.  Thach.  That  was  my  retainer.  During  the  course  of  that 
retainer,  Mr.  Fulton,  I  saw  quite  a  bit  of  Fuller— during  the  course 
of  these  negotiations.  They  were  frankly  quite  absorbing.  These 
conferences  would  run  sometimes  2  or  3  days  at  a  time,  into  the 
night,  and  I  saw  quite  a  bit  of  Mr.  Fuller  during  the  period  of  those 
conferences.  They  would  be  solid  1  week  and  then  if  most  of  it 
would  be  done  by  telephone  I  would  liave  lots  of  conferences  with 
Mr.  Alley  by  long  distance  in  New  York.  I  have  talked  with  Mr. 
Simmons"  out  on'  the  coast.  During  the  course  of  those  negotia- 
tions Mr.  Fuller  asked  me  about  several  other  odds  and  ends,  none 
of  which  I  did  any  legal  work  or  assumed  any  responsibility  in.  I 
can  thinlj  of  one  at  the  moment  as  an  example.  He  had  some  nego- 
tiation up  in  Philadelphia  and  asked  me  if  I  could  recommend  him 
to  a  high-class  lawyer  up  there,  which  I  did — one  of  my  old  friends 
who  stands  at  the  top  of  the  bar  in  Philadelphia — and  I  refererd 
him  to  liim.  I  only  received  a  letter,  I  think  it  was  yesterday,  hi 
which  the  attorney  said  that  Fuller  had  advised  him  back  in  No- 
vember that  the  matter  was  closed  and  asked  him  to  send  a  bill  and 
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he  never  heard  from  it.  I  suppose  I  will  have  to  pay  that.  But 
the  next  specific  thing  that  I  did  for  Fuller  was  in  conjunction 
with  some  business  he  had  with  the  Eisman  Magneto  Corporation, 
and  I  had  known  Clarence  Brown,  the  president  of  the  Eisman 
Magneto,  during  the  course  of  my  connection  with  Pan-American 
Airways  as  being  one  of  the  top  men  in  the  aviation  accessory  busi- 
ness, and  Fuller  introduced  me  to  Clarence  Bro^Vn  and  told  me  that 
Clarence  Brown  had  some  very  serious  problems  with  respect  to 
priority  ratings,  tliat  he  had  an  enormous  inventory  tied  up  in 
process,  and  a  good  many  war  orders,  but  the  war  orders  were  mixed 
with  commercial  orders  and  that  he  had  simply  been  blocked  in  his 
production  and  it  might  have  some  very  serious  effects  on  the  com- 
pany ;  it  might  not  be  able  to  survive. 

I  told  Fuller  that  I  didn't  think  I  was  qualified  to  handle — that 
I  never  had  handled  any  priority  matters,  and  that  it  involved  a 
lot  of  detailed  preparation  of  schedules  and  analyses  of  inventory 
and  that  sort  of  thing,  and  so  I  told  him  that  I  knew  that  Harlan 
&  Hardy  had,  so  I  introduced  Fuller  to  Jack  Hardy,  a  very  re- 
putable lawyer  here,  who  used  to  be  Assistant  General  Counsel  in  the 
Treasury  Department,  and  we  had  a  meeting  in  Harlan  &  Hardy's 
office  with  Mr.  Brown  and  one  of  his  staff  and  went  over  the  pre- 
liminaries there.  I  left  before  the  meeting  was  over,  and  subse- 
quently Mr.  Harlan  or  Mr.  Hardy  wrote  to  Mr.  Brown  for  additional 
information  and  received  a  letter  to  the  effect  that  the  arrangements 
between  himself  and  Engineers  Group  had  not  been  found  practicable 
to  be  worked  out,  and  so  that  they  would  continue  to  pursue  the 
matter  themselves,  which  they  did  so  far  as  I  know.  I  know  I 
didn't  speak  to  anybody  about  it  except  Harlan  &  Hardy,  and  I  don't 
think  they  ever  contacted  the  proper  person  in  the  Government 
because  I  don't  think  they  ever  got  that  information. 

Mr.  Fulton.  Then,  without  going  into  great  detail  about  the  fuel 
injector,  because  that  is  covered  in  this  material  that  you  have 
submitted 

Mr.  Thach,  Yes;  I  will  be  glad  to  give  you  a  statement  on  that. 

Mr.  Fulton.  I  probably  might  just  say  that  Fuller  was  interested 
in  the  possibility  of  getting  another  company. 

Mr.  Thach.  He  had  a  definite  o]:)tion  from  Eisman  Magneto  or 
Eisman  Magneto  subsidiary,  the  Airward  Corporation,  which  was 
confirmed  to  me  by  Clarence  Brown,  the  president  of  the  company, 
and  I  made  quite  a  little  investigation. 

Mr.  Fulton.  That  is  what  I  meant  without  going  into  the  detail 
of  it,  he  was  trjdng  in  effect  to  interest  another  client  of  yours,  Willys- 
Overland,  in  buying  the  fuel  injector  and  developing  it,  T  take  it. 

Mr.  Thach.  He  mentioned  it  to  me  because  he  knew  that  I  knew 
something  about  aviation,  and  one  of  the  principal  demands  for  the 
fuel  injector  is  in  aviation,  and  it  was  I  who  asked  him  if  I  could 
present  the  project  to  the  Willys-Overland  Co.  to  see  if  Ihey  might  be 
interested  in  its  manufacture.  So  I  got  all  the  technical  data  toijether 
on  it  and  I  did  present  it  to  the  Willys-Overland  Co.  and  the  Willys- 
Overland  Co.  was  interested  in  the  device,  and  so  was  everybody  else 
that  I  talked  to.  I  think  the  device  has  a  lot  of  merit  to  it  and  con- 
siderable money  was  spent  in  its  development,  but  there  was  no  way 
that  the  Willys-Overland  Co.  could  consider  it  on  the  basis  that  it  was 
available,  because  it  involved  a  capital  expenditure,  and  so  finally  the 
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Willys-Overland  people  informed  Mr.  Fuller  directly  and  through  me 
that  they  were  no  longer  interested. 

Mr.  Fulton.  Then,  very  briefly,  just  mention  the  nature  of  the  other 
transactions,  if  any,  that  you  have  knowledge  of. 

Mr.  Thach.  Well,  there  were  two  other  transactions  that  I  had  any- 
thing to  do  with,  and  one  of  them  was  a  project  for  the  building  of  a 
steel  plant  in  Jersey,  for  which  I  was  given  this  brochure  and  a  list  of 
the  people  in  it.  It  so  happened  that  the  chief  technical  consultant  in 
the  matter  has  been  a  lifelong  friend  of  mine,  Mr,  Frank  Estap,  in 
New  York,  and  so  I  was  immediately  convinced  of  the  soundness  and 
genuineness  of  the  project,  because  Frank  Estap  stands  at  the  very  top 
of  st-eel  consulting  engineers  of  the  country. 

Mr.  Fulton.  Nothing  ever  came  of  that  so  far  as  you  were  con- 
cerned ? 

Mr.  Thach.  I  would  like  to  state  this  fact,  that  I  told  Mr.  Fuller 
that  I  was  terribly  busy  and  that  I  couldn't  undertake  to  do  all  the 
detailed  work  on  it,  and  if  I  were  going  to  handle  it,  that  I  would  want 
Harlan  and  Hardy  associated  with  me  in  it.  At  the  same  time,  they 
took  up  witli  me  another  project,  which  was  the  Eastern  Shipbuilding 
Co.  at  Boston,  Mass.,  which  had  already 

Mr.  Fulton  (interposing).  Well,  those  transactions- 


Mr.  Thach  (interposing).  Let  me  finish,  if  you  will — who  had  al- 
ready discussed  their  problem  with  the  Maritime  Commission  and 
with  the  Reconstruction  Finance  Corporation,  but  their  chief  de- 
signer- 


Mr.  Fulton  (interposing).  That  wrfs  that  concrete  barge,  wasn't  it, 
in  which  the  Maritime  Commission  was  not  interested  at  the  time  ? 

Mr.  Thach  (continuing).  Prof.  George  Owen,  who  was  the  director 
of  naval  architecture  at  the  Massachusetts  Institute  of  Technology,  had 
changed  the  plans  from  a  barge  to  a  shallow  draft,  a  concrete  boat,  and 
they  wanted  to  see  if,  due  to  the  declaration  of  war,  there  might  be 
some  change  in  disposition  on  the  part  of  the  Maritime  Commission 
and  the  RFC  defense  plants.  I  went  with  Mr.  Monroe,  of  the  firm  of 
James  A.  Monroe  &  Co.,  vrlio  are  quite  prominent  construction  engi- 
neers in  Boston,  to  talk  to  Mr.  Foster,  I  think  it  was,  in  the  Defense 
Plant  Corporation,  and  later  went  with  Mr.  Harlan  and  talked  first  to 
Admiral  Land  and  afterward  to  two  of  his  technical  assistants,  as  to 
whether  there  was  any  change  of  disposition  on  the  policy  involved. 
We  spent  quite  a  bit  of  time  on  it  and  had  several  subsequent  con- 
ferences with  the  peo})le  from  Boston,  who  stand  right  at  the  top  up 
there.  You  can  see  the  personnel.  And  at  the  present  time  I  have 
been  advised  by  the  people  in  Boston  that  they  think  for  the  time 
being,  at  least,  unless  they  make  some  change  in  their  design,  that  they 
don't  want  the  matter  pressed  any  further. 

Now,  in  accordance  with  an  agreement  between  Mr.  Fuller  and 
Messrs.  Harlan  and  Hardy  and  myself,  we  were  paid  a  retainer  of 
$500  on  each  of  those  matters,  of  which  I  received  $250  of  the  $500, 
each,  making  a  total  of  $500.  I  just  want  that  to  appear  on  the 
recoi'd  because  I  want  every  single  act  of  my  connection  with  this 
outfit  in  the  light  of  subsequent  developments  bared. 

Mr.  Fulton.  You  had  discussed  these  at  some  length  in  a  discus- 
sion with  me  which  can  be  reviewed  by  you  and  which  will  cover  it 
for  record  purposes.  I  didn't  want  in  any  way  to  restrict  your  state- 
ment, and  yet  as  I  understood  it  from  you  those  transactions  are 
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transactions  that  you  were  hired  on  as  individual  matters,  and  yon 
regarded  3'onr  connections  as  being  special  attorne}^  in  each. 

Mr.  Thach.  That  is  right. 

Mr.  Fulton.  With  a  limited  responsibility  onlj^  for  each  transaction. 

Mr.  Thach.  That  is  correct. 

Mr.  Fulton.  And  you  never,  as  I  understand  you,  thought  of  your- 
self as  general  counsel  for  the  company. 

Mr.  Thach.  That  is  right.  I  was  subsequently  informed  that  I 
had  been  so  held  out  by  Mr.  Fuller,  and  that  was  the  time  when  I 
finally  told  him  that  I  couldn't  handle  it. 

Mr.  Fulton.  And  Mr.  Alley,  of  course,  was  taking  the  position  that 
he  thought  and  believed  that  you  had  conveyed  that  impression  to  him, 
that  you  were  general  counsel. 

Mr.  Thach.  That  is  entirely  erroneous,  and  Mr.  Alley's  negotiations 
with  Mr.  Fuller  with  respect  to  these  other  transactions  that  he  de- 
scribed were  taken  up  completely  on  his  own  initiative  as  a  result  of 
his  contract  with  Fuller  in  Kalunite  negotiations. 

Mr  Fulton.  As  to  the  other  phase 

Mr.  Thach  (interposing).  I  wish  to  put  something  else  in  the  rec- 
ord, that  Mr.  Alley  left  the  impression  that  I  had  left  the  impression 
with  him  that  I  knew  something  about  the  business  and  finances  of 
the  comj^any,  which  I  did  not  to  any  extent  whatsoever.  I  told  Mr. 
Alley  that  that  was  a  business  arrangement  which,  after  all,  he  knew 
as  much  about,  as  to  Fuller  and  Engineers  Group,  as  I  did;  that  I 
was  representing  them  in  this  Kalunite  negotiation ;  that  they  hadn't 
lived  u])  to  the  letter  of  the  commitment  made  to  me  about  the  pay- 
ment of  my  fee,  but  that  whenever  I  had  needed  the  money  badly 
enough  and  had  asked  for  further  payment,  which  I  was  entitled  to 
under  the  terms  of  my  agreement  with  Fuller,  that  he  had  somehow 
or  other  gotten  the  money  for  me  in  a  reasonable  length  of  time. 

Mr.  Fulton.  As  to  that  telegram  that  you  sent  Mr.  Alley,  do  you 
have  that  there  ? 

Mr.  Thach.  Yes. 

Mr.  Fulton.  You  say,  "I  am  surprised  at  information  you  received 
from  bank  and  would  be  interested  in  learning  in  wliat  respect  check 
not  good."  ^ 

Mr.  Thach.  May  I  explain  that  ? 

Mr.  Fulton.  Yes. 

Mr.  Thacii.  Mr.  Fuller  had  told  me  that  his  bank  had  given  our 
satisfactory  credit  infoi-mation  as  to  the  affairs  of  the  company  and 
that  it  had  been  acted  on  by  several  people  with  whom  he  was  doing 
business,  and  during  the  course  of  this  Kalunite  negotiation  I  hadn't 
taken  for  granted  the  interest  of  some  of  these  other  people  in  it.  I 
had  actually  talked  to  Mr.  Henry  Holt  over  long  distance ;  I  had  met 
him  here  in  Washinglon,  and  Mr.  Holt  had  been  vice  president  of  Bohn 
Aluminum  &  Brass.  1  knew  he  was  a  man  of  substance.  I  heard 
Mr.  Fuller  talking  on  long-distance  telephone  to  Mr.  Kuck  in  Rich- 
mond, who  was  vice  president  of  Reynolds  Metals.  He  told  me  that 
while  he  didn't  have  a  lot  of  capital — he  was  quite  frank  about  that  in 
saying  that  he  wished  he  had  more,  that  he  didn't  have  a  lot — that  he 
was  amply  financed  and  could  get  more  financing. 


^  See  Exhibit  No.  501,  supra,  p.  5109. 
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Mr.  Fulton.  In  other  words,  that  indicates  why  you  were  surprised 
to  hear  that  the  bank  said  the  check  was  not  good. 

Mr.  Thach.  It  was  because — as  a  matter  of  fact,  I  think  I  heard 
Mr.  Fuller  repeatedly  state  to  people  in  the  course  of  the  Kalunite 
negotiations — I  don't  say  repeatedly,  but  several  times — '"Draw  a 
report  on  the  Engineers  Group  from  our  bank." 

Mr.  Fulton.  Now,  the  next  thing  you  say  in  this  telegram  is,  ''I  am 
counsel  stockholder." 

Mr.  Thach.  That  is  right. 

Mr.  Fulton.  Were  you  a  stockholder? 

Mr.  Thach.  No  ;  I  vras  not,  and  I  never  became  a  stockholder,  but  I 
worded  it  that  way  because  I  wanted  to  lean  on  the  side  of  telling  the 
accurate  fact  about  it.  Mr.  Fuller  had  told  me,  as  I  told  you,  that  if 
the  Kalunite  deal  was  successful  that  he  purposed  to  give  me  some  of 
his  stock  in  the  company,  or  in  Engineers  Group,  as  additional  compen- 
sation for  my  services.  I  didn't  want  Mr.  Alley  in  the  face  of  tliat 
promise  on  Mr.  Fuller's  part  to  feel  that  I  was  trying  to  negative  my 
connection. 

Mr.  Fulton.  But  as  a  stockholder  of  a  company  of  limited  stock 
holdings,  such  as  this  one  was,  you  would  naturally  be  assumed  by 
Mr.  Alley  to  have  some  knowledge  of  the  capitalization  or  financial 
structure  of  the  company,  especially  if  you  were  counsel  for  the 
company. 

Mr.  Thach.  I  assumed  that  he  had  discussed  all  that  with  Mr. 
Fuller,  because  they  were  making  the  deal.  I  wasn't  in  on  the  dis- 
cussion and  knew  nothing  about  the  transaction,  except  that  there 
were  discussions  going  on  of  that  character.  The  latter  part  of  the 
wire 

Mr.  Fulton  (interposing).  The  latter  part  of  the  wire  tells  him 
to  talk  to  Fuller. 

Mr.  Thach.  Well,  the  latter  part  of  the  wire  stated  exactly  what  I 
felt  at  that  time,  which  was  that  I  was  confident  that  Fuller  and 
Engineers  Group  were  in  position  to  and  would  discharge  any  obliga- 
tions they  would  undertake  about  this  particular  transaction.  I  had 
no  doubt  of  it.  He  took  me  into  camp  completely  on  that,  on  his 
operations,  and  I  never  had  any  occasion  to  investigate  him. 

Mr.  Fulton.  That  is  all.  .    . 

The  Chairman.  Mr.  Thach,  have  you  anything  you  Avant  to  add  to 
that? 

Mr.  Thach.  Just  this.  Senator,  that  in  my  whole  dealings  with  the 
fellow,  up  to  the  time  when  I  finally  decided  that  I  didn't  want  to 
handle  any  more  business  for  him,  there  wasn't  anything  in  his  de- 
meanor to  me  or  in  his  dealings  with  me  or  in  the  transactions  that 
I  was  concerned  with  that  gave  me  any  inkling  that  he  was  doing 
anything  except  legitimate  business  for  a  laudable  purpose.  He  was 
an  indefatigable  worker.  The  fellow  would  work  16  or  18  hours  a  day. 
He  didn't  dissipate.  He  was  constantly  absorbed  in  that  business, 
and  without  having  any  responsibility  for  anything  except  the  matters 
that  I  was  handling,  I  had  no  way  even  to  define  it — I  was  completely 
shocked  when  I  was  told  finally  in  the  latter  part  of  January,  I  think 
it  was,  by  Mr.  Donald  Smith  and  Mr.  Underwood  that  they  had 
found  out:  that  he  had  a  criminal  record,  and  not  only  that  they  found 
that  out,  but  that  he  had  put  out  checks  that  were  bad  and  had  incurred 
obligations  which  he  didn't  have  any  chance  to  make  good.     That  is 
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about  the  whole  story,  except  I  would  like  to  add  this,  I  don't  think 
I  have  seen  Mr.  Fuller  since  about  the  1st  of  January,  shortly  after- 
ward. 

Senator  Brewster.  Wouldn't  you,  Mr.  Thach,  think  that  Mr.  Alley 
was  warranted  in  inferring  that  j'ou  were  general  counsel  for  this 
concern  from  this  wire? 

Mr.  Thach.  No,  sir. 

Senator  Brewster.  "I  am  counsel  stockholder."  Later  on  you  say, 
"I  was  never  elected  as  secretary  director  because  I  had  expressed 
preference  not  to  be  officer  and  director  and  at  the  same  time  counsel." 

Mr.  Thach.  That  is  right. 

Senator  Brewster.  Wouldn't  there  be  an  inference  that  your  con- 
nection was  of  a  somewhat  general  character  ? 

Mr.  Thach.  No,  sir ;  I  don't  think  so,  because  Mr.  Alley  knew — you 
see,  I  had  been  associated  with  Mr.  Alley  since  its  inception  in  this 
Kalunite  negotiation,  and  Mv.  Alley  was  conducting  these  other  nego- 
tiations with  Mr.  Fuller  which  Mr.  Alley  was  bound 

Senator  Brewster  (interposing).  When  you  associate  the  term 
counsel  and  stockholder  and  "I  am  not  an  officer  or  director  because  I 
didn't  want  to  be  both  an  officer  and  director  and  at  the  same  time 
counsel,"  those  are  all  certainly  of  a  character  that  unless  someone 
were  familiar  with  all  tlie  circvmastances 

Mr.  Thach  (interposing).  He  was. 

Senator  Brewster.  He  evidently  wasn't  because  he  had  the  impres- 
sion you  were  something  else. 

Mr.  Thach.  What  I  meant  to  convey  to  him  in  the  wire  and  what  I 
did  tell  him  verbally,  sir,  was  that  I  was  only  representing  the  com- 
pany in  this  Kalunite  negotiation,  and  what  I  meant  to  convey  there 
was  that  I  was  of  the  company's  counsel.  Mr.  Fuller  had  otlier  lawyers 
engaged  on  other  projects.  He  had  Mr.  Donald  Wakefield  Smith  do- 
ing work  for  him,  and  while  I  don't  know  the  gentleman's  name,  I  was 
informed  later  that  he  had  another  Washington  lawyer  who  was  advis- 
ing him  on  some  of  these  housing  matters. 

Senator  Brewster.  What  was  his  name? 

Mr.  Thach.  I  don't  know,  sir.  But  I  was  informed  by  one  of  the 
employees  in  the  office. 

Senator  Brewster.  That  he  had  some  other? 

Mr.  Thach.  That  is  right ;  and  he  had  Mr.  Eichelberger  in  New  York. 
I  know  Mr.  Alley  wouldn't  tell  anything  intentionally  other  than  the 
trutli.  and  I  don't  think,  therefore,  that  Mr.  Alley  was  in  contact  with 
the  other  attorney,  whoever  he  was.  But  I  had  nothing  to  do  with  the 
preparation  of  the  papers,  and  never  saw  one  of  the  papers,  or  any 
portion  of  any  of  the  papers.  I  didn't  know  what  the  transaction  was 
or  what  site  it  involved,  what  the  deal  was,  or  anything  about  it.  I 
knew  that  there  was  discussion  going  on  between  Mr.  Alley  and  Mr. 
Walsh,  who  is  a  high-class  fellow,  and  Mr.  Fuller  regarding  their  clients 
who  were  in  the  construction  business.  But  I  also  want  to  add  this  to 
my  statement :  Tluit  at  no  point  in  the  Kalunite  negotiation,  which  was 
strictly  a  business  negotiation  as  between  the  owners  and  the  proposed 
purchasers,  did  I  ever  consult  anybody  in  the  Government  about  any 
phase  of  it ;  nor  in  any  of  the  other  transactions  that  I  was  specifically 
trusted  with,  except  as  I  have  stated  here.  In  other  words,  on  the  fuel- 
injector  matter  I  have  never  consulted  anybody  in  the  Government,  and 
on  the  steel  plant  I  did  consult  some  person  in  the  Government.     I 
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consulted  Mr.  Carl  Adams,  who  is  the  head  of  the  Steel  Division  of 
the  War  Production  Board,  and  Mr.  Adams  told  me  that  whatever  merit 
that  design  had,  it  was  impossible  for  it  to  be  considered  at  the  present 
time  because  of  the  shortage  of  steel-mill  machinery.  I  think  that  is 
about  all  I  can  contribute  to  this.  I  would  be  glad  to  answer  any  ques- 
tions and  I  would  be  glad  to  put  in  a  written  statement,  if  you  would 
like  it. 

Mr.  Fulton.  I  thought  that  would  give  you  an  opportunity  more 
nearly  to  state  for  the  individual  points  exactly  what  you  wanted  to  and 
we  will  put  it  into  the  record  at  a  later  time.  In  other  words,  you  will 
have  a  chance  to  look  over  today's  record  and  then  make  whatever 
statement  you  care  to. 

Mr.  Thach.  Thank  you  very  much.  I  would  welcome  that  and  very 
much. 

The  Chairman.  That  is  all,  Mr.  Thach.  The  committee  will  meet 
tomorrow  morning  at  10 :  30  and  we  will  hear  Admiral  Land  and  Com- 
missioner Eastman. 

(Whereupon,  at  4 :  35  p.  m.,  the  committee  recessed  until  10 :  30  a.  m., 
Thursday,  April  23, 1942.) 
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THURSDAY,  APEIL  23,  1942 

United  States  Senate, 
Special  Committee  Investigating 

the  National  Defense  Program, 

Washington^  D.  O. 

The  committee  met  at  10:36  a.  m.,  pursuant  to  adjournment  on 
Wednesday,  April  22,  1942,  in  room  318,  Senate  Office  Building, 
Senator  Harry  S.  Truman  presiding. 

Present:  Senators  Harry  S.  Truman  (chairman),  James  M.  Mead, 
Clyde  L.  Herring,  Ralph  O.  Brewster,  Plarold  H.  Burton,  Joseph  H. 
Ball 

Present  also :  Mr.  Hugh  A.  Fulton,  chief  counsel ;  Mr.  Charles  P. 
Clark,  associate  chief  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

I  wish  to  make  a  request  of  the  committee.  Mr.  Jones  wrote  me  a 
letter  and  sent  me  a  statement  on  the  magnesium  plant  at  Las  Vegas, 
Nev.,  with  the  request  that  his  statement  be  placed  in  the  record.  If 
it  is  not  objected  to,  I  would  like  to  place  his  letter  and  the  statement 
in  the  record  ahead  of  Admiral  Land's  testimony,  and  that  would 
require,  of  course,  further  hearings  by  the  committee  on  the  subject.^ 

(The  letter  and  statement  referred  to  were  marked  "Exhibit  No. 
532"  and  are  included  in  the  appendix  on  p.  5369.) 

The  Chairman.  Admiral  Land,  you  have  been  requested  to  come  to 
the  committee  and  discuss  the  shipping  situation.  I  believe  you  have 
a  statement  wdiich  you  have  released  wdiich  you  wanted  to  start.  Pro- 
ceed in  your  own  way. 

TESTIMONY    OF   REAR   ADMIRAL   EMORY   S.    LAND,    CHAIRMAN, 
UNITED  STATES  MARITIME  COMMISSION 

PROGRESS  OF  MARITIME  COMMISSION  SHIPBUILDING  PROJECTS 

Admiral  Land.  Thank  you,  Mr.  Chairman  and  gentlemen. 

Contracts  for  the  23,000,000  deadweight  tons  of  merchant  ships  which 
President  Roosevelt  has  set  as  the  1942-43  wartime  goal  for  American 
shipyards  have  now  been  awarded  as  of  April  2,  1942. 

The  contracts  call  for  delivery  into  service  of  nearly  2,300  ships, 
either  cargo  vessels  or  tankers,  before  the  end  of  the  2-year  period, 
the  greatest  merchant-ship  building  program  in  world  history.  This 
program  does  not  include  more  than  700  other  craft  under  Maritime 
Commission  order,  such  as  tugs,  wooden  barges  and  small  power  boats, 
for  which  no  tonnage  is  figured. 

1  Prior  hearings  on  Basic  Magnesium,   Inc.,  appear  in  Hearings,  Part  13. 
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Present  schedules  call  for  delivery  of  nearly  750  ships  in  1942  and 
the  remainder  in  1943.  The  average  scheduled  production  for  the 
2-year  period  is  about  3  ships  a  day.  Delivery  ot  1  ship  a  day  was 
begun  in  February  and  the  peak  of  production  is  expected  to  be 
reached  late  this  year. 

Approximately  1,500  of  these  vessels  under  contract  are  emergency 
cargo  carriers  of  the  Liberty  type.  The  remainder  are  C-types  and 
tankers  of  various  Maritime  Commission  standard  designs,  believed  to 
be  the  finest  merchant  ships  ever  constructed.  The  total  of  tankers 
under  contract  is  313. 

The  Liberty  ships  are  primarily  for  wartime  emergency  uses,  while 
the  standard  designs  are  intended  as  replacements  for  Avorn  and  obso- 
lete ships  nov/  in  the  American  merchant  marine.  All  the  new  ships 
are  being  equipped  with  special  war  and  defense  features. 

In  addition  to  contracts  for  ships,  the  Commission  has  authorized 
construction  of  16  new  shipyards  under  Government  financing.  Two 
others  have  been  built  under  order  by  the  British  Government  and  will 
build  Liberty  ships  when  their  British  contracts  are  completed.  Addi- 
tional ways  in  existing  yards  also  have  been  authorized,  so  that  the 
capacity  of  American  shipyards  capable  of  building  ocean-going  ves- 
sels of  400  feet  or  longer  has  been  increased  about  500  percent  in  the 
last  2  years.  Merchant  ships  of  all  types  are  being  produced  in  ap- 
proximately 60  shipyards  on  all  coasts  and  the  Great  Lakes. 

Expansion  of  the  American  merchant-ship  program  since  1937, 
when  the  Maritime  Commission  was  established,  is  as  follows : 

The  original  peacetime  program  adopted  in  1937  and  put  into  opera- 
tion in  1938  called  for  50  ships  a  year — a  total  of  500  in  10  years. 

In  1939  this  was  expanded  to  100  ships  a  year;  in  1940  to  200  ships; 
in  1941  to  400.  Schedules  for  1942  call  for  about  750  ships  and  for 
1943  approximately  1,500. 

Up  to  this  time  the  ex])anding  schedules  have  been  maintained. 
Future  production,  under  the  accelerated  schedules,  depends  upon 
three  principal  factors : 

1.  Availability  of  materials,  principally  steel,  promptly  when 
needed. 

2.  Adequate  supply  of  skilled  labor. 

3.  Productivity  of  the  individual,  eitlier  worker  or  executive,  which 
is  dependent  on  morale,  and  no  slowdowns  or  work  stoppages. 

As  a  matter  of  Commission  policy  and  on  the  basis  that  we  are 
charged  with  the  responsibility  of  constructing  23.000,000  deadweight 
tons  of  shipping  in  '43.  the  Commission  has  recently  completed  the 
placing  of  contracts  with  various  shipbuilding  organizations  covering 
this  entire  amount  of  tonnage.  It  is  the  considered  opinion  of  the 
Commission  at  the  present  time  that  no  new  shipyards  should  be  estab- 
lished, that  all  the  energies  of  the  Commission  and  the  contractors 
must  be  concentrated  on  the  completion  of  the  contracts  which  have 
already  been  awarded.  We  feel  that  the  awarding  of  further  con- 
tracts for  vessel  construction  would  not  result  in  increased  produc- 
tion. This  is  primarily  due  to  the  vast  amount  of  steel,  machinery, 
and  auxiliary  equipment  needed  to  complete  the  present  contracts,  as 
well  as  the  all-important  feature  of  securing  adequate  supervisory 
personnel  for  the  existing  yards.  There  is  a  real  danger  that  further 
expansion  of  the  shipbuilding  program  would  result  in  a  serious  dilu- 
tion of  management  and  supervisory  personnel. 
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Those,  Mr.  Chairman,  represent  the  actual  contractual  basis  and  the 
general  policy  adopted  and  approved  by  the  Maritime  Commission. 

The  Chairman.  What  we  are  particularly  interested  in,  Admiral,  is 
the  progress  of  the  present  construction  program,  and  we  are  also 
particularly  interested  in  the  comparative  showing  made  by  the  differ- 
ent shipyards.  We  are  wondering  if  you  have  a  rating  policy  on  these 
shipyards  so  that  those  who  are  doing  the  job  in  the  proper  way  can 
get  credit  for  it  and  those  who  aren't  can  get  kicked  for  it. 

Admiral  Land.  We  have  such  a  program,  Mr.  Chairman,  and  this 
curve  shows  for  the  312  Liberty  ships  the  stepped-up  program.  You 
will  see  that  so  far  as  that  program  is  concerned,  it  is  practically  on 
tlie  projected  curve.  That  represents  all  yards.  "Wlien  you  break  it 
down  into  its  component  parts  you  find  there  is  a  tremendous  variation 
in  tlie  individual  yards,  and  each  yard  is  shown  on  the  sheets  attached. 

The  Chairman.  Have  you  enough  of  the  copies  to  distribute  to  the 
committee,  Admiral  ? 

Admiral  Land.  I  think  so. 

While  the  over-all  curve  of  the  stepped-up  projects  has  been  met  in 
general  by  the  9  yards  involved,  there  are  marked  discrepancies  be- 
tween the  productivity  of  the  individual  yards.  Some  are  behind,  some 
are  ahead,  and  that  is  best  shown  by  our  productivity  charts,  per- 
centage of  completion  of  contracts  as  a  Avhole,  of  which  I  have  2 
exhibits  which  I  should  be  glad  to  distribute  to  the  committee.  It  is 
based  on  points  to  complete  a  contract  on  the  basis  that  a  ship  repre- 
sents 100  points;  43  ships  would  be  4,300  points,  and  then  the  progress 
is  shown  commencing  in  October  1941,  and  brought  up  to  April  1, 1942, 
the  points  accomplished  by  the  9  yards  concerned.  It  speaks  for  itself. 
It  is  not  ideal.  It  is  not  100-percent  accurate.  It  is  subject  to  criti- 
cism, particularly  from  those  firms  who  are  down  at  the  tail  end  of 
the  list,  but  it  gives  a  fairly  good  over-all  picture  of  the  present  pro- 
ductivity of  the  individual. yard. 

You  will  note  that  there  are  fluctuations  from  month  to  month  in 
the  over-all  progress.  This  cannot  be  helped  because  in  some  cases 
more  progress  is  made  by  one  yard  and  its  own  progress  is  not  on  a 
fixed  percentage  curve.  Those  are  variations  due  to  many  things  that 
go  into  the  difficulties  of  shipbuilding,  particularly  the  last  lO  per- 
cent. So  that  you  have  considerable  difficulty  in  making  a  too-accurate 
comparison,  but  it  nevertheless  represents  a  reasonable  comparison 
between  the  nine  yards  concerned  of  what  is  being  done  from  month 
to  month. 

(The  charts  referred  to  were  marked  "Exhibits  533  and  534"  and 
are  on  file  with  the  committee.) 

The  Chairman.  What,  principally,  is  the  cause  of  the  difference 
in  the  standing  of  these  various  yards  ?    I  notice  a  wide  spread  here. 

Admiral  Land.  You  have  to  go  back  to  the  beginning.  Those  yards 
that  built  what  we  call  ordinary  shipbuilding  ways  could  get  into 
operation  much  more  rapidly  than  those  yards  which  built  ways  in 
docks.  The  primary  cost  of  tlie  shipway  is  much  less ;  the  primary  cost 
of  the  dock  is  much  greater.  It  is  hoped  and  expected  that  those  who 
are  building  ships  in  docks  will  ultimately  catch  up  in  part  with  the 
progress  made  because  it  is  axiomatic  that  it  is  simpler  to  build  a  ship 
in  a  graving  dock  than  it  is  on  a  shipway.    There  is  no  inclination  to 
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the  wa3^s,  and  it  is  an  over-all  simpler  problem  after  you  once  get 
started.    The  other  reasons 

Senator  Brewster  (interposing).  Before  you  leave  that  one,  how 
many  of  tlie  places  are  building  ships  in  docks? 

Admiral  Land.  Portland,  Maine,  and  one  concern  in  Richmond, 
Calif. 

Senator  Brewster.  Those  were  British  contracts  ? 

Admiral  Land.  No,  sir ;  the  British  contracts  in  Maine,  yes,  sir,  but 
Richmond,  Calif.,  is  the  new  project.  It  has  nothing  to  clo  with  the 
British. 

Senator  Brewster.  "Well,  tlie  South  Portland  yard  which  you  show 
here  is  not  building  in  docks,  is  it?    They  are  building  on  ways  there. 

Admiral  Land.  They  are  building  for  the  British,  in  dock. 

Senator  Brewster,  Does  your  comparison  include  the  yard  which 
is  building  the  British  boats,  do  you  know,  in  South  Portland?  It 
does  not  ? 

Admiral  Land,  No, 

Senator  Brewster.  So  that  the  comparison  which  you  have  here  as 
far  as  South  Portland  is  concerned  is  the  yard  which  is  using  the 
typical  ways  for  construction. 

Admiral  Land.  That  is  not  in  this  picture,  that  is,  the  British  yard 
is  not. 

Senator  Brewster.  Will  you  answer? 

Admiral  Land,  We  have  comparisons  of  those,  but  that  is  correct 
as  you  stated  it. 

Senator  Brewster.  Have  you  a  comparison  on  the  two  British 
yards,  one  was  at  South  Portland  and  the  other  was 

Admiral  Land  (interposing).  At  Richmond, 

Senator  Brewster,  Richmond,  Calif,? 

Admiral  Land.  Yes. 

Senator  Brewster.  Those  at  Portland  are  known  as  the  Bath-Todd 
yard  ? 

iVdmiral  Land.  Yes. 

Senator  Brewster.  I  am  a  little  sensitive,  perhaps,  Admiral,  but 
I  don't  like  to  have  Maine  get  any  more  of  a  black  eye  than  is  essential. 
What  is  the  record  of  the  Bath-Todd  yard  ? 

Admiral  Land.  The  Bath-Todd  versus  the  Richmond,  Calif.,  on 
the  British  contracts?  We  can  give  you  that  record;  I  haven't  got 
it  here.  Admiral  Vickery  says  it  is  4  for  Todd  and  16  for  Richmond 
on  the  British  contracts,  delivered  ships. 

Senator  Brewster.  That  is  on  delivered  ships? 

Admiral  Land.  Yes,  sir. 

Senator  Brewster.  What  would  it  be  on  the  point  basis? 

Admiral  Vickery.^  About  50  percent. 

Senator  Brewster.  Bath-Todcl  is  about  50  percent  of  the  Richmond 
yard  ? 

Admiral  Vickery.  Yes,  sir.  That  is  the  recent  progress  in  the  last 
month.  They  were  doing  just  50  ]3ercent  what  they  were  doing  on 
the  west  coast. 

Senator  Brewster.  Both  of  them  starting  from  scratch? 

Admiral  Land.  Yes,  sir;  at  the  same  time. 

Senator  Brewster.  Are  the}^  both  using  the  docks? 

^  Admiral  Howard  L.  Vickery,  Vice  Chairman,  Maritime  Commission. 
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Admiral  Vickeet.  No.  The  west  coast  is  using  the  ways  and  the 
Maine  yard  is  using  docks. 

Senator  Brewster.  Projecting  completion,  what  is  your  present 
expectation  on  those  two  contracts? 

Admiral  Laxd.  They  will  never  catch  up  in  the  Maine  yard  because 
there  are  already  16  delivered  in  California  and  they  can't  catch  up. 

Senator  Brewster.  I  think  that  is  obvious,  but  Pete  Newell  told 
me  that  he  didn't  expect  to  be  as  far  behind. 

Admiral  Land.  That  is  true. 

Senator  Brewster.  On  the  finish.  I  thinly  he  thought  he  would  get 
in  with  only  four  or  five  ships  behind  on  the  finish. 

Admiial  Vickery.  They  are  delivering  three  ships  apiece  next 
month.  Next  month  Kaiser  will  probably  deliver  four  against  Pete's 
three. 

Senator  Brewster.  Have  you  projected  the  thing  to  completion 
now  ? 

Admiral  Vickery.  Yes,  sir. 

Senator  Brewster.  And  what  do  you  anticipate  on  those  two  yards? 

Admiral  Vickery.  Kaiser's  yard  will  be  finished  by  August  of  this 
year  and  Pete's  A^ard  will  be  finished  about  December. 

Senator  Brewster.  Three  to  four  months.  I  guess  that  is  the  figure 
he  used  instead  of  three  or  four  ships,  that  he  would  be  3  to  4  months 
behind. 

Admiral  Land.  That  is  correct. 

Senator  Brewster.  You  feel  that  things  are  going  better  there  as 
far  as  the  Bath-Todd  yard  is  concerned? 

Admiral  Vickery.  Improved,  but  not  satisfactory. 

Senator  Brewster.  Now  the  other  yard,  of  course,  is  at  the  bottom 
of  the  list. 

Admiral  Vickery.  Right. 

Senator  Brewster.  Does  this  purport  to  be  an  entirely  fair  com- 
parison of  what  should  be  reasonably  expected  ? 

Admiral  Vickery.  Yes,  sir. 

Senator  Brewster.  Of  course,  it  is  a  terrible  discrepancy  between 
practically  3,000  points  for  the  top  yard,  which  is  the  Oregon  yard. 
Is  that  a  Kaiser  yard  ? 

Admiral  Vickery.  Yes. 

Senator  Brev/ster.  And  the  bottom  yard,  which  is  South  Portland, 
which  is  337  points. 

Admiral  Vickery.  Tlie  thing  you  must  take  is  the  monthly  record, 
because  the  Portland,  Oreg.,  yard  started  in  January  and  the  South 
Portland  yard  started  in  April,  and  therefore  you  must  make  a  com- 
parison of  their  monthly  progi^ess  on  it.  Of  course,  you  can't  look  at 
the  totals  because  the  South  Portland  yard  was  running  on  a  6-way 
basis,  where  the  Portland,  Oreg.,  yard  was  running  on  an  11-way  basis, 
but  they  ought  to  make  a  half  ship  per  month  in  the  yard,  and  to  make 
a  half  a  ship  per  month  in  a  yard  requires  50  points ;  if  they  did  3  ships 
per  month  on  a  6-way  (they  should  do  3  ships  per  month)  they  should 
make  progress  of  300  points  per  month,  and  in  the  Portland  yard  they 
should  make  a  progress  of  550  points  per  month. 

Senator  Brewster.  With  nine  ways? 

Admiral  Vickery.  With  11  ways. 

Senator  Brewster.  You  mean  Oregon,  now. 

Admiral  Vickery.  Oregon ;  yes,  sir. 
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Admiral  Land.  The  percentage  gain  is  the  important  thing  there, 
because  you  have  a  different  number  of  points,  because  we  start  off 
with  100  points  to  a  ship.  If  you  have  43  in  one  case  you  get  4,300 
and  if  3'ou  have  16  you  get  1,600. 

Senator  Brewster.  In  other  w^ords,  each  month,  taking  those  two 
yards,  the  top  and  the  bottom,  one  should  show  a  gain  of  300  points  a 
month  and  the  other  550  points  a  month.     Is  that  right  ? 

Admiral  Vickery.  That  is  right. 

Senator  Brewster.  They  also  have  a  difference  of  4  months  in  the 
time  of  operation.     Is  that  right  ? 

Admiral  Vickery.  That  is  right,  but  it  wouldn't  make  any  difference 
about  their  monthly  gain. 

Senator  Brewster.  No;  not  on  the  comparison  on  the  month,  but  I 
am  thinking  now  of  the  total. 

Admiral  Vickery.  That  is  correct. 

Senator  Brewster.  I  am  afraid  that  the  press  might  not  be  too  dis- 
criminating and  they  might  simply  point  out  that  one  yard  had  3,000, 
the  other  300,  and  that  certainly  is  a  terrible  indictment  both  of  the 
yards  and  I  would  even  say  of  the  Commission  if  that  were  all  that 
were  to  be  said,  but  I  gather  it  isn't  all  that  is  to  be  said. 

Admiral  Vicio:ry.  Take  tlie  Eichmond  yard  there.  They  started 
with  six  ways  also  and  they  started  the  same  day  that  Newell's  yard 
did.  They  delivered  four  ships  out  of  that  yard,  and  Newell  hasn't 
launched  a  ship  yet  out  of  the  South  Portland  yard  and  they  were  both 
six-way  yards  when  thev  started. 

Senator  Brewster.  What  has  been  the  report  of  your  resident  engi- 
neer, Mr.  AVall,  as  to  the  reasons  for  the  difficulty  there  at  South 
Portland  ? 

Admiral  Vickery.  For  instance,  they  should  get  1,800  tons  of  fabri- 
cation a  week  and  1,800  tons  erection.  The  best  they  have  done  is 
1,200  tons  in  fabrication  and  390  tons'  erection.  If  they  hit  their 
schedule  they  Avould  have  to  do  that.  They  haven't  enough  men  on 
the  job.     The  yards  are  not  as  well  laid  out  as  the  west  coast  yard. 

Senator  Bre^vster.  Wliat's  that? 

Admiral  Vickery.  The  yard  is  not  as  well  laid  out  as  the  west 
coast  yard.  They  are  not  using  preassembly  methods  as  much  as  the 
west  coast  yard.     They  just  haven't  the  ideal  production. 

Senator  Brewster.  I  heard  a  story  of  90  or  100  cars  of  material 
have  been  shipped  up  and  not  even  unloaded. 

Admiral  Vickery.  They  have  all  had  steel  trouble  at  some  time, 
but  they  had  120  cars  there  the  last  day  I  happened  to  be  up  there. 
They  have  plenty  of  steel. 

Senator  Brewster.  I  mean  they  haven't  got  it  off  the  cars. 

Admiral  Vickery.  That  is  up  to  them.  As  a  matter  of  fact,  that 
isn't  quite  accurate,  because  when  you  throw  120  cars  into  a  shipyard 
in  one  day  you  can't  expect  to  have  them  all  cleared  the  same  day. 
They  are  actively  at  work  unloading  the  cars. 

Senator  Brewster.  Of  course,  what  I  take  it  the  committee  is  inter- 
ested in  fiuding  out  is  the  reasons,  and  I  don't  want  to  take  on  this 
particular  spanking  job,  but  it  seems  to  be  a  rather  conspicuous 
example. 

The  Chairman.  It  is  a  Maine  child,  Senator,  and  I  thought  you 
ought  to  spank  it  if  it  needed  to  be  spanked. 
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Senator  BRin\'STZR.  That  is'  right.  I  think  the  responsibility  has 
to  be  fixed  as  definitely  as  possible  as  between  the  various  ones  con- 
cerned.    There  is  a  lot  of  fuss  about  your  resident  engineer. 

Admiral  Vickert.  Mr.  Wall  had  nothing  to  do  with  the  shipbuild- 
ing program.  All  he  had  to  do  was  with  the  building  of  the  facilities 
and  nothing  whatever  to  do  with  the  building  of  ships. 

Senator  Brewster.  He  has  no  responsibility  of  any  character  ? 

Admiral  Vickery.  He  has  no  responsibility  in  the  matter  of  ship- 
building at  all.  He  only  is  a  civil  engineer  who  has  responsibility 
for  the  building  of  facilities  and  not  of  ships,  and  I  might  say  that 
I  think  a  great  deal  of  injustice  has  been  done  to  Mr.  Wall,  because 
he  is  an  excellent  engineer,  and  the  investigation  proved  that  he  was 
principally  right  on  everything  he  stood  on. 

Senator  Brewster.  Now  you  speak  of  investigation. 

Admiral  Vickery.  Yes,  sir. 

Senator  Brewster.  What  was  that? 

Admiral  Vickery.  By  the  Commission. 

Senator  Brewster.  How  recently  was  that? 

Admiral  Vickery.  When  the  trouble  arose  over  the  facilities,  which 
was  several  months  back.  As  a  matter  of  fact,  both  Mr.  Harrison 
and  I  were  up  there  3  weeks  ago  ourselves  investigating  the  situation 
as  far  as  shipbuilding  goes.  Steps  are  being  taken  to  rectify  the 
situation,  I  might  say.  As  far  as  the  shipbuilding  goes,  they  had 
some  complaints  about  the  shipbuilding  inspector  up  there,  which 
were  found  to  be  justified,  6  weeks  or  a  month  ago,  and  we  removed 
the  inspector. 

Senator  Brewster.  Well,  it  is  a  fact  that  Mr.  William  S.  Newell, 
who  is  the  president  of  the  Bath  Iron  Works,  has  had  a  remarkable 
reputation  as  a  shipbuilder  for  the  Navy  and  in  private  construction 
over  a  period  of  20  years. 

Admiral  Land.  That  is  correct. 

Admiral  Vickery.  In  his  Bath  yards;  yes,  sir. 

Senator  Brewster.  He  has  had  a  remarkable  record.  The  Bath- 
Todd  yard,  which  was  the  British  contract,  which  has  lagged  behind, 
is  now  picking  up  and  does  seem  to  be  getting  nearer  to  doing  a  job. 

Admiral  Vickery.  They  are  only  50  percent  of  what  they  ought  to 
do  yet.  They  are  only  doing  50  percent  of  what  the  Kaiser  yard  on 
the  west  coast  is  doing  in  the  last  month. 

Senator  Brewster.  On  a  man-hour  basis? 

Admiral  Vickery.  No  ;  on  a  basis  of  the  amount  of  steel  that  they 
fabricate  and  the  amount  of  steel  that  they  erect.  They  are  just  50 
percent  of  the  other;  58  percent  of  fabrication.  51  percent  of  erection. 

Senator  Brewstfr.  The  Kaiser  interests,  who  are  running  some  of 
the  west  coast  production,  both  at  Richmond  and  Portland,  had  not 
had  previous  shipbuilding  experience,  had  they,  to  any  extent  ? 

Admiral  Vickery.  That  is  correct. 

Senator  Brewster.  So  tliat  it  is  rather  remarkable  that  people  with- 
out shipbuilding  experience  shoukl  be  doing  so  good  a  job.  and  not  be 
in  so  satisfactor}'  condition  up  here  where  we  have  had  the  experience. 

Admiral  Vickery.  It  is  not  a  real  shipbuilding  job.  That  is  the 
answer  to  that. 

Senator  Brewster.  That  is  interesting. 


5184     INVESTIGATION    OF    THE    NATIONAL    DEFEOSrSE    PROGRAM 

Admiral  Vickery.  It  is  a  mass-production  job  of  erecting  mate- 
rials. It  is  an  entirely  different  job  than  the  normal  building  of 
ships. 

Senator  Brewster.  In  other  words,  Mr.  Newell  had  been  devoted  to 
building  the  finest  type  of  destroyers. 

Admiral  Vickery.  That  is  correct. 

Senator  Brewster.  Which  is  very  intricate  and  detailed  work,  and 
mass  production  was  another  problem. 

Admiral  Vickery.  It  is  an  entirely  different  approach  to  the  prob- 
lem. 

Senator  Brewster.  You  had  to  slap  them  together. 

Admiral  Vickery.  Well,  it  isn't  slapping  them  together.  It  is 
approaching  it  with  a  different  technic,  and  the  things  that  you  nor- 
mally do  in  building  a  destroyer  you  don't  have  to  do  in  building  one 
of  these  cargo  ships. 

Senator  Brewster.  There  are  many  less  refinements. 

Admiral  Vickery.  Well,  it  is  much  simpler  structure  than  a  de- 
stroyer structure,  and  it  goes  together  for  mass  production  in  an 
entirely  different  method.  In  one  you  are  dealing  with  very  light 
structures  and  in  the  other  you  are  dealing  with  very  heavy  struc- 
tures. 

Senator  Brewster.  Mr.  Newell  has  been  very  much  distressed  and 
has  made  repeated  public  statements  about  the  tremendous  amount 
of  absences  running  as  high  as  10  to  15  percent  daily  absences  in  the 
yard. 

Admiral  Vickery.  That  is  correct. 

Senator  Brewster.  How  does  that  compare  with  other  sections? 

Admiral  Vickery.  It  is  higher  than  other  sections. 

Senator  Brewster.  That,  again,  is  something  that  I  assume  is  more 
or  less  up  to  us. 

Admiral  Land.  It  is.    You  are  quite  right  in  your  assumption. 

Senator  Brewster.  What  do  you  figure  is  the  reason  for  that  from 
your  observations? 

Admiral  Vickery.  I  think  what  is  happening  up  there,  in  the  first 
place,  is  in  the  normal  pay  envelope  you  get  when  you  work  that  full 
week  with  overtime  on  it;  and  the  second  point,  if  you  want  to  run  a 
farm  or  go  fishing,  is  you  make  enough  to  go  fishing  and  run  a  farm  in 
2  or  3  days. 

Senator  Brewster.  In  other  words,  the  people  of  Maine  are  not 
ambitious  merely  for  wealth. 

Admiral  Vickery.  That  is  correct;  yes,  sir.  Newell,  however,  is 
trying  to  get  on  top  of  that  situation  by  a  house-to-house  canvass  of 
the  people  who  are  staying  out.  That  is  one  of  the  things  we  sug- 
gested when  we  were  up  there,  and  he  immediately  took  it  in  hand.  He 
is  just  as  much  worried  about  the  situation  as  we  are. 

Senator  Brewster.  I  talked  with  him  when  I  was  home  and  I  know 
that  he  recognized  the  problem,  too.  All  I  felt  we  could  be  responsible 
for  was  seeing  that  there  was  no  absence  of  complete  cooperation.  He 
knew  that  Admiral  Land  had  been  somewhat  critical  in  our  private 
session  which  we  had  here  2  or  3  weeks  ago.  He  understood  thoroughly 
his  view,  and  both  Admiral  Land  and  Mr.  Newell  are  capable  of  using 
sea  language,  and  they  both  expressed  themselves.  I  did  gather  that 
Mr.  Newell  felt  that  the  complete  picture  had  not  been  presented.  I 
don't  know  whether  the  committee  contemplates  calling  in  any  of  these 
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gentlemen  concerned  or  not,  but  I  know,  as  far  as  Mr.  Newell  is  con- 
cerned, who  happens  to  be  responsible  for  tliree  yards,  he  would 
welcome  an  opportunity  to  present  his  reasons. 

The  Chaikman.  We  will  give  him  a  chance,  if  he  wants  it. 

Admiral  Yickery.  The  Navy  work  is  going  very  well.  In  fact,  the 
Navy  awarded  him  an  E  at  the  Bath  plant,  but  neither  the  British  nor 
ourselves  are  satisfied  with  the  progress  he  is  making  in  the  merchant- 
ship  program  at  these  new  plants. 

Senator  Brewstee.  Has  the  feeling  been  that  perhaps  he  had  concen- 
trated both  his  abilities  and  facilities  rather  exclusively  on  Bath  as 
distinct  from  Portland  ? 

Admiral  Vickeky.  "Well,  it  is  shifting  from  a  small  operation  that  is 
considerably  restricted  into  a  large  operation  which  is  a  material  control 
problem,  and  it  has  to  move  much  more  rapidly.  When  you  take  the 
destroyer  the  length  of  time  it  is  on  the  ways  and  the  amount  of  material 
3'ou  have  to  move  into  it  in  that  time,  it  is  one  problem ;  when  you  take 
one  of  these  ships,  if  you  want  to  move  the  amount  of  material  in  there 
in  a  very  short  period  of  time,  and  there  is  a  great  deal  more  weight  to 
move  into  it  in  a  much  shorter  period  of  time,  it  requires  a  greater 
organization  to  do  it. 

Admiral  Land.  I  would  like  to  add  that  one  answer  to  this,  as  well 
as  to  other  problems  in  shipbuilding,  is  spreading  shipbuilding  brains 
too  thin.  That  starts  with  management  and  works  down  through  the 
skilled  orders  of  the  trades  in  the  yard. 

Senator  Brewster.  Well,  how  do  they  solve  that  problem  on  the  west 
coast  where  we  didn't  think  they  had  as  much  brains  as  we  had  ? 

Admiral  Land.  Well,  there  is  another  question  comes  in  there,  which 
is  the  intangible  word  known  as  "morale" — getting  on  top  of  the  job. 

Senator  Brewster.  You  think  they  are  little  nearer  to  the  Japanese 
out  there  ? 

Admiral  Land.  Well,  all  I  know  is  that  there  is  a  better  productive 
spirit  in  the  No.  1  and  No.  2  yards  than  there  is  in  some  of  the  other 
yards,  and  I  don't  care  where  they  are  located,  geographically  or  other- 
wise; it  is  psychological,  and  it  comes  back  to  the  one  word  which 
I  call  "morale,"  and  that,  as  I  say,  extends  throughout  the  plant. 

Senator  BREW^STER.  It  is  noticeable  that  the  three  first  yards  are  on 
the  west  coast. 

Admiral  Land.  That  is  true. 

Senator  Breavster.  That  may  have  a  certain  psychological  signifi- 
cance. 

Admiral  Vickery.  Those  people  are  used  to  moving  a  mass  of  mate- 
rial. It  is  like  a  construction  job,  and  that  is  what  this  is — a  production 
construction  job  where  they  can  move  a  lot  of  mass  material  and  move 
it  quickly.  They  are  contractors  who  have  been  doing  that  sort  of  job. 
When  they  jumped  into  this  building  of  ships  it  was  just  like  building 
any  other  structure. 

Senator  Brewster.  Just  like  building  a  dam. 

Admiral  Vicivery.  Setting  the  machinery  is  just  like  setting  machin- 
ery in  power  plants,  so  they  soon  got  on  top.  They  had  difficulty  in 
their  outfitting  when  they  first  started  because  outfitting  a  ship  was  a 
little  bit  different  from  outfitting  a  powerhouse.  They  haA'e  gotten 
over  that  and  they  are  delivering  ships  now  30  days  after  they  are 
launching  them.  They  are  launching  ships  in  58  days  now.  nnd  the 
average  time  in  the  Portland  yard  is  down  beloAv  60  days.     Tlie  last 
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ship  was  fitted  out  in  41  days  and  the  one  which  will  be  delivered 
tomorrow  was  fitted  out  in  38  days. 

Senator  Brewster.  When  you  speak  of  Portland  now  you  are  speak- 
ing- of  Portland,  Oreo-. 

Admiral  Vickery.  Yes,  sir.  The  schedules  call  for  105  days  on  the 
west  coast,  and  they  are  going  to  be  below  those  schedules  at  the 
beginning  of  this  montli. 

Senator  Brewster.  What  are  the  ones  on  the  west  coast? 

Admiral  Vickery.  The  ones  in  Bath  are  the  longest  schedules  we 
have — 135  days. 

The  Chairman.  Right  there,  Admiral,  I  would  like  to  ask  you  if 
this  launcliing  program  is  keeping  up  with  the  sinkings — keeping 
ahead  of  them? 

Admiral  Land.  Launching  is  not  a  proper  basis  for  comparison, 
Senator,  What  we  ai-e  interested  in  now  is  not  launching,  but  com- 
pleted ships. 

The  Chairman.  All  right,  then.  Are  the  completed  ships  keeping 
up  with  the  sinkings  ? 

Admiral  Land.  If  you  don't  mind,  I  woidd  rather  not  discuss  the 
question  of  sinkings,  because  of  the  instructions  I  have.  I  have  stated 
to  the  Naval  Affairs  Committee  that  tlie  sinkings  of  February  and 
March  have  been  extremely  serious.  Except  in  executive  session,  I 
would  prefer  not  to  make  any  further  statement  on  that. 

I  would  like  to  add  one  word  to  what  Admiral  Vickery  stated  here, 
to  make  it  clear  to  you  gentlemen  that  the  difference  between  shipbuild- 
ing and  ship  assembly  is  the  difference  between  normal,  old-time  con- 
struction and  modern  cargo  construction,  in  which  we  are  engaged. 
It  is  an  assembly  job  in  comparison  with  what  is  known  generically  as 
a  shipbuilding  problem. 

Senator  Brewster.  We  have  the  next  two  yards  at  the  bottom  of 
the  list,  the  Delta  and  Houston  Yards.  What  about  the  difficulties 
there?     How  do  they  compare? 

Admiral  Land.  The  difficulties  there  are  very  much  the  same.  They 
run  the  whole  gamut  of  managerial  difficulties,  labor  difficulties,  ma- 
terial difficulties,  difficulties  in  getting,  in  Delta,  for  example,  suitable 
foundations.  It  is  rather  treacherous  soil  there.  It  is  pretty  much 
the  same  thing  throughout,  except  some  people  get  on  top  of  it  faster 
than  some  others. 

Senator  Brewster.  The  Delta  Yard  is  at  New  Orleans,  is  it  ? 

Admiral  Land.  Yes,  sir. 

Senator  Brewster.  Is  that  the  Higgins  yard  ? 

Admiral  Land.  No,  sir.  Higgins  is  also  at  New  Orleans,  but  the 
Delta  yard  was  started  a  year  ago  in  February,  and  the  Higgins  yard 
was  started  a  month  ago. 

Senator  Brewster.  So  Higgins  has  just  begun.  That  is  quite  a 
pretentious  organization. 

Admiral  Land.  It  is. 

Senator  Brewster.  What  do  you  expect  to  do  there  ? 

Admiral  Land.  Well,  we  are  very  full  of  hope  that  he  is  going  to 
deliver  200  ships  on  the  schedule  that  he  has  set  up. 

Senator  Brewster.  That  is  the  biggest  thing  of  the  type  that  you 
have  undertaken  ? 
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Admiral  Land.  It  is  not  only  the  biggest,  it  is  the  most  unique 
type  of  ship  construction  that  has  ever  been  tried  in  the  history  of 
the  world. 

Senator  Brewster.  What  does  it  involve  as  far  as  you  may  publicly 
discuss  it  ? 

Admiral  Land.  It  involves  primaril}^  instead  of  shipways,  that  you 
put  a  ship  on  rollers  and  progressively  start  at  the  head  of  the  plant 
and  finally  put  it  into  a  basin  at  the  foot  of  the  plant,  moving  the 
ship  outbound  to  the  water's  edge  on  rollers. 

The  Chairman.  Build  it  just  as  you  build  an  automobile. 

Admiral  Land.  Very  much  the  same  idea  of  the  assembly  line  in 
automobile  construction.  It  has  some  very  unique  features,  very  in- 
teresting features,  which  certainly  can't  be  licked,  and  they  have  had 
a  great  deal  of  experience  in  small-boat  work,  and  I  think  one  of  the 
outstanding  reasons  why  Vickery  and  I  were  willing  to  go  into  it  was 
because  they  always  delivered  ahead  of  time  and  better  than  they 
promised,  which  is  always  a  unique  consideration  in  any  kind  of 
productivity. 

Senator  Brewster.  In  what  field  was  that? 

Admiral  Land.  Various  kinds  of  barges,  patrol  boats,  mosquito  boats, 
motor  boats,  and  some  types  which  they  developed  in  their  own  ideas 
and  design  and  which  they  produced  a  good  many  of  for  the  Navy. 

Senator  Brewster.  How  large  boats  had  they  built  ? 

Admiral  Land.  I  don't  know  the  maximum  size.  They  run  any- 
where from  50-  to  60-foot  boats  to  100-foot  boats,  and  a  good  many 
barges. 

Senator  Brewster.  So  that  they  had  been  primarily  in  the  small- 
boat  field  hitherto  ? 

Admiral  Land.  That  is  correct. 

Senator  Brewster.  But  they  had  been  very  successful  in  that  field. 

Admiral  Land.  Very  successful,  and,  as  I  say,  they  always  did  what 
they  promised  to  do  and  always  beat  their  schedules. 

Admiral  Vickert.  It  is  one  of  the  best  organized  plants  I  have  seen. 
They  are  building  boats. 

Admiral  Land.  There  is  plenty  of  kinetic  energy  in  the  manage- 
ment. 

Senator  Brewster.  How  soon  will  their  yard  be  ready  to  operate? 

Admiral  Vickery.  The  schedules  call  for  ships  beginning  to  come 
out  toM'ard  the  end  of  the  year.  It  takes  about  a  year  to  take  a  yard 
and  get  production  and  bring  a  yard  into  production  when  you  start 
from  scratch.  And  by  January  I  think  they  will  be  producing  15 
ships  a  month — supposed  to.  It  comes  to  about  24  or  22,  I  guess,  on 
his  schedule. 

Admiral  Land.  You  might  be  interested  in  these  schedules,  which 
Admiral  Vickery  has  reduced,  as  far  as  the  chart  is  concerned,  to  105 
days ;  that  is,  60  days  from  keel  laying  to  launching,  and  45  days  from 
launching  to  completion.  That  is  the  chore  we  have  set  for  all  of 
them.  Some  of  them  are  going  to  meet  it.  Some  of  them  have  already 
met  parts  of  it  and  have  beaten  parts  of  it.  In  other  words,  they  have 
beaten  the  60  days  from  keel  to  launching,  and  they  have  beaten  the 
45  days  from  launching  to  delivery.  But  thev  haven't  beaten  the 
combination,  but  they  are  very  rapidly  approaching  it,  and  it  is  just 
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exactly  like  the  automobile  industry  whicli,  as  you  know,  stops  every 
year,  lays  off  everybody,  and  tools  up.  As  Vickery  says,  it  takes  about 
a  year  to  get  properly  set  and  tooled  up.  When  that  production  is 
tooled  up  and  they  are  set  to  go  we  have  expectations  and  believe  that 
they  will  be  delivering  in  less  than  a  year,  and  we  hope  by  sometime 
this  year  three  ships  a  day,  maybe  more. 

The  Chairman.  Have  you  been  held  up  in  any  way  by  this  steel 
situation — the  delivery  of  plates — on  account  of  the  fact  that  they 
have  been  delivering  steel  to  private  individuals  ? 

Admiral  Land.  Starting  last  July,  we  fell  progressively  behind  on 
the  steel  required  by  the  Maritime  Commission,  up  to  a  backlog  of 
about  169,000  tons.  In  March,  we  think  that  we  may  have  met  oux 
requirements,  but  have  made  up  little  or  nothing  of  the  backlog.  The 
backlog  means,  in  words  of  one  syllable,  that  2,r;00  tons  of  steel  delayed 
today  means  a  ship  delayed  5  months  from  today. 

The  Chairman.  And  you  are  still  suffering  from  that  shortage? 

Admiral  Land.  We  are  suffering  from  the  backlog. 

The  Chairman.  Of  169,000  tons. 

Admiral  Land.  We  can't  make  that  up  very  well.  If  we  are  deliv- 
ered our  steel  commencing  with  March  of  this  year,  without  the  back- 
Jog,  we  hope  to  meet  the  schedules  as  indicated. 

The  Chairman.  If  the  plate  mills  had  come  into  production  when 
they  should  have,  you  wouldn't  have  had  that  backlog ;  would  you  ? 

Admiral  Land.  It  depends  altogether  on  what  you  mean  by  plate 
mill.  Both  the  shearing  mills  and  the  strip  mills  were  in  production, 
but  we  didn't  get  the  steel,  and  it  w^as  only  in  Februarj^  of  this  year- 
January  or  February — that  they  shifted  over  from  the  sheared  mills  to 
the  strip  mills,  and  Vickery  in  turn  changed  his  design  from  the  mold 
loft  floor  up  so  as  to  accommodate  the  Liberty-ship  design  to  strip  mill 
widths.  That,  of  course,  necessarily  involved  some  delay  in  reschedul- 
ing and  relaying  out,  and  it  involves  additional  time  as  to  welding 
because  you  have  more  of  it,  and  so  forth.  But  that  is  now  out  of  the 
Avoods  and  going  along  satisfactorily,  as  far  as  we  can  discover. 
Whether  they  will  meet  our  allocations  and  our  requirements  from 
month  to  month  is  in  the  laps  of  the  gods,  but  we  are  going  on  the 
assumption  that  they  will,  and  if  they  do,  all  right ;  if  they  do  more,  it 
is  still  all  right,  because  I  believe  that  the  shi]:)building  industry  in  the 
United  States  can  improve  its  productivity  at  least  i'2\'U  jjercent  this 
year  and  25  percent  next  year,  without  anything  more  than  a  proper 
psychological  morale  from  the  President  down  to  the  rivet  heater  or 
,  the  laborer  in  the  yard. 

Senator  Brewster.  You  believe  that  as  the  possibility  of  increased 
productivity  per  man-hour  ? 

Admiral  Land.  Yes,  sir. 

Senator  Brewster.  By  getting  them  stepped  up  ? 

Admiral  TvAnd.  Yes,  sir;  I  don't  think  there  is  any  doubt  that  they 
can  do  it,  and  I  have  every  confidence  in  them  that  they  will  do  it. 

Senator  Brewster.  You  intend  to  get  as  fair  a  comjiarison  as  you 
can  for  the  various  yards  on  that  basis,  so  that  each  may  know  whether 
it  is  doing  well  or  badly. 

Admiral  Land.  That  is  true. 

Senator  Brewster.  And  you  are  trying  to  make  this  comparison  just 
as  fair  as  you  can  to  all  the  yards  involved? 
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Admiral  Land.  That  is  true,  and  we  are  going  to  try  to  get  it  down 
on  a  more  equitable  and  comparable  basis,  and  then  we  are  going  to 
publish  it  to  the  world  and  let  everybody  shoot  at  it.  But  it  has  to  be 
published  so  that  it  can  be  understood  and  so  that  you  don't  have  to  do 
a  lot  of  mental  arithmetic  to  make  it  intelligible.  It  is  easy  to  inter- 
pret it,  as  you  point  out 

Senator  Brewster  (interposing).  1  am  afraid  the  world  has  it  now. 

Admiral  Land.  Well,  the  w^orld  should  have  the  productivity  of  the 
yard,  and,  after  all,  we  are  interested  in  completed  products,  and  wdien 
I  say  "we,"  I  mean  all  of  us,  not  just  the  Commission. 

Senator  Brewster.  This  country  certainly  is,  and  the  world  is.  In 
other  words,  it  is  generally  recognized  that  shipping  is  the  immediate 
problem  of  the  war. 

Admiral  Land.  In  order  to  improve  this  morale,  we  have  set  up  a 
special  committee  on  morale.  We  have  been  working  on  this  long- 
before  any  committees  were  thought  of.  We  have  been  working  on  it 
individually  and  collectivel}^,  primarily  through  Admiral  Vickery, 
through  our  inspectors,  through  visits,  not  only  by  the  Maritime  Com- 
mission, but  by  W.  P.  B.  and  by  half  a  dozen  other  interested  Govern- 
ment agencies  that  have  attempted  to  improve  this.  We  felt  that  it 
should  be  concentrated  in  our  own  hands  in  cooperation  with  the  Navy, 
and  that  is  under  way  now.  We  have  plenty  of  means  of  needling 
thesp  individual  yards  that  never  reach  the  public,  and  you  can  rest 
assured  that  it  hasn't  been  overlooked. 

Senator  Bkewster.  I  have  found  that  out.  As  far  as  you  know, 
tlie  Bath  yard  is  keeping  approximately  the  schedule,  is  it  not,  for  the 
Navy? 

Admiral  Land.  They  are  behind  schedule,  comparatively  speak- 
ing— oh.  Navy.  I  beg  your  pardon.  .  I  won't  speak  on  the  Navy.  My 
knowledge  is  that  they  probably  are  beating  the  schedule  on  Navy 
work. 

Senator  Brewster.  That  is  what  I  understood. 

Admiral  Land.  I  think  they  are  ahead  of  schedule.  I  would  like 
personally  to  take  out  any  personalities  between  the  Bath  yard  and 
Mr.  Newell  and  myself  or  Mr.  Newell  and  Admiral  Vickery,  because 
there  isn't  a  finer  gentleman  or  a  finer  shipbuilder  that  lives,  as  far 
as  we  are  concerned,  but  still,  personalities  have  nothing  to  do  with 
productivity.     We  are  interested  in  completed  ships. 

The  Chairman.  Ships  are  what  you  want. 

Admiral  Land.  Yes,  sir. 

The  Chairman.  Senator  Herring,  have  you  any  questions? 

Senator  Herking.  No. 

The  Chairman.  Senator  Ball?     Senator  Burton? 

Senator  Burton.  Mr.  Chairman,  I  would  just  like  to  have  the  full 
benefit  of  this  table  that  has  been  presented  to  us  on  the  312  Liberty 
ships. 

Admiral,  would  you  just  explain  to  me  what  that  312  Liberty  ships 
means  and  why  the  table  relates  to  those  only  ? 

Admiral  Land.  Because  they  were  part  of  two  bills  which  Con- 
gress passed,  one  for  200  and  112  in  another,  of  which  we  have  fairly 
complete,  fairly  accurate  data  as  to  progress ;  further,  because  they 
are  now  about  a  year  outstanding,  and  therefore,  there  is  some  basis 
for  comparison.  "^The  additional  ships  that  have  been  contracted  for 
are  not  far  enough  along.     The'yards  are  not  far  enough  along.     We 
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have  under  contract  3,007  contracts  of  all  types  and  kinds  of  ships,  and 
the  distribution  by  yards  and  the  distribution  by  areas  is  available, 
but  it  is  confidential,  and  I  would  be  glad  to  submit  it  to  the  com- 
mittee, with  the  request,  which  I  hope  you  will  approve,  that  it  not 
be  published,  not  because  we  have  any  objections  to  it,  but  because 
the  policy  of  the  Government  is  not  to  publish  those  things.  There  is 
the  list  of  all  of  the  yards,  all  of  the  ways,  and  all  of  the  contractors, 
the  total  number  being  3,007,  which  includes  a  lot  of  small  craft,  but 
it  also  breaks  it  down  into  the  respective  programs  which  were  authgr- 
ized  by  the  Congress. 

I  also  have  a  chart  showing  the  subdivision  by  areas,  North  Pacific, 
kSouth  Pacific,  Gulf,  and  Atlantic,  with  contractors,  number  of  ships, 
Hiid  the  number  of  ways,  and  the  total.  They  are  rather  elaborate 
rabies.  As  I  said,  I  should  be  very  happy  to  submit  them  to  the  com- 
mittee if  I  make  the  very  strong  request  that  you  do  not  publish  them. 

The  Chairman.  I  would  rather  you  not  submit  them  at  this  meeting 
if  they  are  not  for  publication.  When  we  have  an  executive  session 
you  may  submit  them. 

Admiral  Land.  I  merely  want  you  to  know  that  we  have  the  data 
available  for  your  information,  and  it  shows  a  pretty  equitable  dis- 
tribution throughout  the  United  States. 

The  Chairman.  If  any  member  of  the  committee  wants  to  look  at 
them,  it  is  perfectly  all  light,  but  I  don't  want  to  make  them  public 
documents  at  this  heai'ing. 

Sonator  Burton.  Then  I  understand.  Admiral,  you  are  having  ex- 
perience with  3,000  ships,  but  these  312  are  typical. 

Admiral  Land.  They  are  typical  Libert^^  ship  contracts  which  are 
far  enough  along  to  form  a  reasonably  accurate  basis  of  comparison  of 
the  productivity  of  the  yards  concerned. 

Senator  Burton.  Then,  Admiral,  am  I  correct  in  saying  that  in  the 
fourth  column  on  page  2,  which  deals  with  total  percentage  of  accom- 
plishment as  of  April  1,  1942,  we  have  the  comparative  figure  that  is 
most  helpful  to  us?    That  seems  to  be  a  summary  of  accomplishment. 

Admiral  Land.  Which  column.  Senator? 

Senator  Burton.  The  fourth  column  on  page  2,  entitled  "Total  Per- 
centage Accomplishment  at  April  1,  1912." 

Admiral  Vickery.  That  shows  the  total  progress. 

Admiral  Land.  Yes;  I  think  that  gives  you  a  fairly  accurate  pic- 
ture, and  that  is  the  important  column  there. 

SeJiator  Burton.  They  all  began  about  the  same,  I  take  it. 

Admiral  Land.  Not  all  of  them.  As  Admiral  Vickery  explained, 
the  Portlan.d  yard  started  several  months  behind  some  of  the  other 
yards. 

Senator  Burton.  Then  that  isn't  a  thoroughly  fair  column  to  use 
for  comparison  if  they  didn't  start  at  the  same  time. 

Admiral  Vickery.  The  fairest  column  to  use  is  the  next  column. 
That  shows  what  rate  they  are  working  on.    Let  me  explain  this. 

Senator  Burton.  Let  me  get  it.    The  fifth  column  ? 

Admiral  Vickery.  Yes,  sir.  That  is  what  they  did  last  month,  the 
rate  of  progress  they  are  making. 

Let  me  explain  this  312.  Congress  passed,  in  February  of  last  year, 
the  first  200-ship  program,  which  was  the  emergency  type.  We  stnrted 
all  of  the  vards  there  except  the  South.  Portland  yard  and  the  Rich- 
mond yard,  which  had  a  yard  at  both  places  which  were  building  Brit- 
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ish  ships.  Then,  when  they  passed  the  lease-lend  bill,  there  vrere  112 
more  ships  added,  and  these  original  yards  were  expanded,  and  to 
those  were  added  the  Richmond  yard  and  the  South  Portland  3^ard, 
which  was  considered  an  expansion  of  the  yards  that  were  going 
already;  that  is,  they  were  adjacent  to  them  but  not  an  integral  part  of 
them.  They  already  had  their  management  running  on  the  British 
job.  We  took  the  whole  112  plus  the  200  and  made  the  312  ships. 
These  ships  were  contracted  for  at  that  time. 

Then  there  were  no  additional  Libert}^  ships  contracted  for  until 
about  September,  when  tliere  was  a  little  expansion  done  in  the  Rich- 
mond yard,  in  the  South  Portland  yard,  and  in  the  Delta  yard,  and 
those  additional  ships  being  so  far  behind,  they  had  to  have  expansion 
of  tlie  ways  there  and  those  are'  just  coming  into  production  at  the 
present  moment. 

So  we  haven't  thrown  those  particular  ones  in,  because  it  would 
make  an  unfair  comparison. 

Take,  for  instance,  at  the  time  you  started  the  Richmond  yard,  you 
also  started  to  expand  the  three  ways  in  the  Oregon  yard  and  also  at 
the  same  time,  you  started  the  South  Portland  yard.  In  the  three 
additional  ways  that  were  started  at  the  same  time  in  the  Oregon  yard 
they  have  already  delivered  two  ships  off  each  way  of  that  particular 
yard.  These  that  are  in  the  South  Portland  yard  have  not  launclied 
a  ship  yet  over  the  six  ways  started  at  the  same  time.  So  you  do  get 
a  pretty  comparative  statement  in  there. 

If  you  take  the  last  column,  that  shows  you  the  rate  at  which  they 
are  going,  and  that  is  very  fair  because  that  is  the  percentage  of  the 
number  of  ships  they  have.  They  might  gain  1  month,  and  they  can 
say  it  would  be  unfair,  bi;t  you  can't  gain  more  than  the  total  percent- 
age, because  100  percent  completes  the  ship.  They  are  all  figured  on 
four  ships  to  a  way. 

Senator  Burton.  Then  I  take  it  you  are  referring  me  particularly  to 
the  percentage  of  gain  column  rather  than  the  total  percentage? 

Admiral  Vickery.  I  think  that  is  the  fairest  picture  of  it. 

Senator  Burton.  What  I  am  trying  to  reach  is  to  get  some  picture 
as  to  what  we  might  expect  by  way  of  improvement  if  we  reached  the 
point  that  we  are  trying  to  reach.  If  you  take  that  column,  as  I  see  it, 
you  see  two  companies  that  are  over  12  percent,  three  companies  be- 
tween 7  and  a  little  over  9,  and  four  that  are  between  a  little  under 
3  to  a  little  over  4. 

Admiral  Vickery.  That  is  correct. 

Senator  Burton.  They  fall  into  three  groups. 

Admiral  Vickery.  That  is  correct. 

Senator  Burton.  If  those  last  seven  companies  moved  up  into  the 
first  class,  you  would  have  a  gain  in  your  total  percentage  from  about 
7.7  up  to  about  12,  which  would  be  nearly  a  50-percent  gain. 

Admiral  Vickery.  That  is  what  we  expect.  That  is  what  we  are 
driving  for,  the  0.12-percent  gain  per  month. 

Senator  Burton.  That  is  what  I  am  interested  in,  and  therefore  you 
see  a  possibility  of  actually  increasing  the  percentage  of  gain  by  50 
percent  in  these  yards  as  a  whole. 

Admiral  Vickery.  In  the  yards  as  a  whole. 

Senator  Burton.  And  in  the  yards  that  are  below  12  percent  now 
there  would  be  more  than  a  50-percent  gain  because  they  are  below 
that  average  at  this  time  ? 
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Admiral  Vickery.  Yes,  sir. 

Senator  Burton.  So  that  you  have  involved  here  a  tremendous  ex- 
pansion in  production,  and  you  are  shooting  for  a  50-percent  increase 
or  more  than  a  50-percent  increase  in  seven  out  of  nine  plants. 

Admiral  Vickery.  That  is  right,  and  they  have  got  to  make  that  to 
hit  the  schedules. 

Admiral  Land.  You  have  to  increase  from  7.72  to  12  for  the  average 
at  the  bottom  of  that  fifth  column,  for  the  whole  nine  yards. 

Senator  Burton.  That  is  pretty  nearly  twice. 

Admiral  Vickery.  That  is  what  we  have  got  to  do. 

Admiral  Land.  That  is  what  we  are  up  against  here,  and  they 
aren't  u]i  against  anything  that  the  rest  of  the  United  States  and  all 
its  armed  forces  are  up  against. 

Admiral  Vickery.  You  Avill  see  what  has  gone  on  here  if  you  start 
back  in  October — or  in  November,  which  was  the  first  month,  and 
we  had  a  monthly  gain  of  3.20,  next  3.21,  then  6.20,  6.05,  9.30,  and  the 
last  mrmth  was  7.72. 

Senator  Burton.  Then  w^e  would  have  reason  to  assume  that  you 
would  come  somewhere  near  that  increase.  Certainly  we  wouldn't 
be  in  a  position  where  you  point  out  that  over  all  there  is  a  60  or  70 
percent  increase  possible,  and  we  are  falling  down  something  like 
that — we  certainly  shouldn't  be  more  than  10  percent  off  what  is 
possible. 

Admiral  Vickery.  I  agree  Avith  you.  Of  course,  there  is  one  thing 
that  you  must  realize  in  these  yards.  Some  of  them  have  been  slower 
coming  into  production  than  the  other  yards  (that  is  picking  up) 
because  the  facilities  have  not  been  available.  For  instance,  we  have 
been  held  back  by  the  late  delivery  of  cranes.  You  can't  build  a  ship 
unless  you  get  tlie  crane  on  the  way.  For  instance,  at  Bethlehem  and 
Fairfield  over  here  in  Baltimore,  we  expanded  13  ways  to  16  ways 
last  April.  We  are  just  getting  the  cranes  up  at  the  present  moment. 
Getting  cranes  on  shipw^ays  has  been  a  very  difficult  problem,  and 
you  can't  get  very  far  until  vou  do  that.  Now,  those  facilities  are 
coming  into  production.  At  Houston,  for  instance,  we  had  a  terrible 
rainy  season  last  year,  and  we  had  some  labor  difficulties  in  building 
the  facilities.  The  plant  was  bogged  down.  It  was  late  in  getting 
started,  but  it  is  coming  into  production.  Its  first  ships  start  coming- 
out  next  month,  and  its  production  is  going  up. 

The  same  thing  is  true,  I  think,  in  Soutli  Portland,  Maine.  It  is 
improving,  but  it  isn't  improving  enough.  It  happens  to  be  our 
bottom.    And  Delta  at  New  Orleans  is  improving. 

Our  yards  are  improving.  AYe  are  driving  them  up,  and  we  have 
every  hope  that  we  will  get  them  up  to  what  we  consider — if  I  get 
that  monthly  production  up  between  10  and  11,  I  will  feel,  that 
I  have  made  quite  a  fair  strike  at  it.  Some  yards  are  going  to 
be  better,  and  some  yards  are  going  to  help  carry  the  ones  that  are 
behind.    That  is  alwnys  true. 

Senator  Burton.  Then  the  50-percent  increase  in  the  rate  of  gain 
would  be  a  conservative  estimate  as  to  what  the  improvement  is  you 
expect  to  make. 

Admiral  Vickery.  That  is  right. 

Senator  Burton.  And  that,  then,  would  put  you  ahead  of  this 
schedule  that  you  showed  us  here,  because  the  average  is  now  about 
stepped  up  to  the  program  curve,  and  if  you  have  made  that  increase, 
you  would  be  ahead  of  the  program  curve. 


INVESTIGATION   OF   THE   NATIONAL    DEFENSE   PROGRAM     5193 

Admiral  Vickery.  .That  is  correct.  And  you  will  see,  on  Oregon 
and  Richmond,  that  they  are  quite  ahead  of  their  individual  curves 
on  there — even  their  stepped-up  curves. 

Senator  Burtox.  Is  there  any  suggestion  that  you  could  make  to  the 
committee  as  to  how  the  committee  might  be  of  any  assistance  in  put- 
ting you  ahead  of  your  program  curve  ? 

Admiral  Vickery.  You  could  see  that  we  get  the  steel.  We  had  12 
ways  vacant  last  summer,  because  we  couldn't  get  steel  to  them. 

Senator  Burton.  That  is  not  so  now. 

Admiral  Land.  I  will  make  a  statement  on  that  besides  steel.  I  have 
already  made  it  before  Mr.  Vinson's  committee.^  That  is  to  stabilize 
our  labor-management  relations  so  that  we  won't  be  disturbed  and  so 
that  the  men  won't  be  disturbed  by  agitation  of  any  knid,  shape,  or 
form,  so  that  they  can  think  about  the  strategy  of  the  war  to  their 
heart's  content  and  increase  the  production. 

Senator  Burton.  Are  you  attributing,  then,  our  failure  to  be  50 
percent  ahead  of  where  we  are  to  the  labor  situation  ? 

Admiral  Land.  I  think  that  is  bound  to  have  a  bearing  on  the 
productivity.  It  is  bound  to  have  a  bearing  on  the  productivity  of 
every  yard;  it  is  bound  to  have  a  bearing  on  one  of  my  pet  peeves — 
loafing  in  the  yards.  We  have  to  build  up  the  morale  of  all  of  the 
personnel  in  the  shipbuilding  industry  from  top  to  bottom,  and  it 
ap])lies  to  management  as  well  as  to  labor. 

Senator  Burton.  That  brings  us  to  the  concrete  question  wdiether 
you  can  improve  morale  by  a  piece  of  legislation  or  whether  you  have 
to  go  behind  the  legislation  to  the  citizen  and  get  him  inspired  to  do  his 
work. 

Admiral  Land.  I  don'":  care  how  you  do  it.  All  I  want  to  do  is  to 
stabilize  it.  It  has  a  right  to  be  stabilized.  The  people  of  the  United 
States  expect  and  have  a  right  to  think  that  our  labor-management 
arrangements  are  stabilized. 

Senator  Burton.  That  is,  you  think  it  is  primarily  a  c|uestion  of 
getting  it  settled  rather  than 

Admiral  Land  (interposing).  Absolutely  so,  so  that  there  isn't  this 
infernal  agitation  going  around  in  everybody's  head  whether  it  is  an 
open  or  closed  shop,  or  whether  the  wages  are  going  to  be  increased,  or 
whether  they  are  going  to  join  this  union  or  that  union. 

Senator  Burton.  AVhether  it  comes  about  by  agreement  or  by  legis- 
lation, you  are  leaving  to  somebody  else,  but  you  say  it  should  be 
settled,  and  quickly. 

Admiral  Land.  We  ought  to  have  a  national  war-labor  policy. 

Senator  Burton.  Thank  you. 

Senator  Brewster.  You  have  made  it  clear  that  the  comparison 
can't  be  entirely  accurate,  but  on  the  basis  of  these  figures,  if  we  liave 
to  step  up  from  7.72  to  12,  that  would  indicate  that  for  the  month  of 
March,  our  production  was  40  percent  behind  what  you  hope  to 
achieve. 

Admiral  Land.  That  is  right. 

Senator  Brewster.  And  we  never  can  make  up  that  March.  That  is 
lost. 

Admiral  Vickery.  Put  it  this  way.  Senator.  At  that  time,  remem- 
ber, these  original  contracts  were  based  on  a  210-day  schedule,  and 

*  House  Naval  Affairs  Investigating  Committee. 
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this  12  will  make  a  105-day  schedule.  We  simply  cut  the  time  in  half. 
If  we  had  made  6.6  we  would  have  made  our  schedules  comfortably 
that  the  contracts  require. 

Senator  Brewster.  The  orif^inal? 

Admiral  Vickert.  That  the  orif^inal  contracts  required.  All  new 
contracts  are  having  faster  dates,  but  these  oriG;inal  contracts  were  let 
on  a  210-day  basis.  For  instance,  some  of  these  ships  we  are  delivering 
we  expect  to  deliver  10  to  12  months  earlier  than  the  contracts  called 
for,  and  we  are  deliverino;  ships  earlier. 

Senator  Brewster.  The  steppecl-up  schedule  is  the  result  of  the 
8,000,000-ton  program. 

Admii'al  Vickery.  That  is  correct. 

Senator  Brewster.  So  that  thinking  in  terms  now  of  8,000,000  this 
year — and  what  is  it  next  year,  15? 

Admiral  Vickery.  Fifteen  next  year. 

Senator  Brewster.  Speaking  strictly  in  those  terms,  for  March  we 
were  40  percent  behind  what  we  would  need  to  be  to  accomplish  that. 

Admiral  Vickery.  Not  at  the  month  of  March,  because 

Sanator  Brewster  (interposing).  No;  but  during  the  month  of 
March. 

Admiral  Vickery.  No;  I  mean  we  wouldn't  have  had  to  make  that 
40  percent  increase  in  the  month  of  March  to  Int  these  schedules,  be- 
cause we  knew  we  wouldn't  get  up  to  that  point  in  our  scheduling  of 
those  ships  in  that  month.  As  we  approach  the  end  of  the  year,  for 
instance,  in  December  of  this  year,  we  will  deliver  about  a  million 
deadweight  tons  of  shipping  in  1  month  alone.  It  is  a  straight  up 
progress. 

Senator  Brewster.  Then  you  are  achieving  the  percentage  gain 
which  you  projected  at  this  point. 

Admiral  Vichery.  That  is  correct,  and  that  will  show  on  your  curve. 
That  shows  you  on  that  312  curve;  yes,  sir. 

Senator  Brewster.  The  total  ? 

Admiral  Vickery.  Yes,  sir. 

Admiral  Land.  May  I  add,  Mr.  Chairman,  to  what  I  said  with 
regard  to  stabilization?  I  have  already  testified  before  Senator 
Thomas'  Subcommittee  on  Appropriations  the  10  points  that  I  feel  are 
essential,  and  I  would  be  very  glad  to  resubmit  them  here,  in  which 
there  is  some  action  that  the  Congress  can  take  if  they  see  fit.  It  is  very 
brief. 

The  Chairman.  Proceed. 

Admiral  Land  (reading)  : 

1.  The  primary  objective  is  a  maximum  of  production. 

2.  Sl^rikes — not  serious  now,  eitlier  quantitatively  or  qualitatively.  The  agita- 
tion leading  up  to  and  the  let-down  after  a  strike  are  always  serious  so  far  as 
production  is  concerned.     (Psychologically  bad.) 

S.  Slow-down  may  be  serious  now — incapable  of  being  determined  accurately. 

4.  Loafing  is  serious  now. 

5.  Forty-hour  law.  This  is  an  economic  problem  involving  primarily  the  wage 
envelope  per  week — therefore  must  be  considered  in  connection  with  inflation 
possibilities  and  general  spiraling  of  prices  (considered  definitely  within  the 
province  of  the  Congress). 

6.  Machines  should  work  7  days.    Men  should  work  6  days  only. 

7.  Saturdays,  Sundays,  and  holidays  should  be  considered  workdays. 

8.  Double  time  should  be  eliminated  for  the  dui'ation. 

9.  The  War  Labor  Board  may,  and  possibly  should,  take  the  necessary  action 
to  hold  labor-management  relationships  at  a  standstill;  that  is,  "as  is"  (some- 
times referred  to  as  freezing  relationships). 
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Alternative :  Do  it  by  statute. 

10.  Shift  work  (three  8-hour  or  two  10-hour,  etc.)  should  be  determined  by 
labor-management  (collective  bargaining)  by  areas  and  zones.  We  must  avoid 
"scamping"  and  migration  of  labor. 

The  Chaieman.  Any  other  questions,  gentlemen? 

Senator  Ball.  Mr.  Chairman.  Regarding  this  40-hour  week,  I 
would  like  to  get  your  opinion  as  to  how  it  would  affect  the  ship- 
building. When  we  were  out  on  the  west  coast  we  found  that  some 
of  the  companies  were  having  a  little  difficulty  holding  their  best  men. 
They  have  this  wage-stabilization  agreement  out  there.  The  me- 
chanics in  shipbuilding  are  the  same  as  the  mechanics  used  in  con- 
struction work,  but  the  wage  scale  on  construction  work  is  consider- 
ably higher,  and  if  you  eliminafed  this  40-hour  week,  my  impression 
is  that  if  you  went  to  straight  time  for  48  hours,  the  only  way  you 
could  hold  those  skilled  mechanics  in  shipbuilding,  without  a  freeze 
order  freezing  them  to  their  jobs,  would  be  to  raise  their  wages  so 
that  they  were  more  nearly  on  a  par  with  construction  mechanics. 

Admiral  Land.  Well,  I  have  nothing  more  to  say  than  I  have  said 
on  that,  sir.  The  construction  mechanics,  in  my  judgment,  are  not 
shipbuilders  to  a  large  extent.  They  can  be  adapted  and  adopted 
into  it.  Your  statement  with  regard  to  the  wage  rates  is  undoubtedly 
correct.  The  Ship  Stabilization  Board  as  of  last  June  raised  the 
wages  by  zones  throughout  the  United  States  in  every  zone  and  every 
area.  Those  are  subject  to  reconsideration  on  the  basis  of  the  rise 
in  the  cost  of  living.  Meetings  will  be  held  in  the  very  near  future 
to  take  care  of  that  situation.  The  shipbuilding  industry  is  one  of 
the  highest  paid  industries  in  the  United  States  today.  I  don't  feel 
competent  to  state  any  more  about  the  40-  versus  the  48-hour  week 
than  I  have  already  stated,  because  I  think  and  believe  it  is  an  eco- 
nomic problem.  I  do  believe  that  many  of  our  labor  people  are 
so  loyal  and  so  patriotic  that  if  they  were  assured  that  any  gains 
that  they  gave  up  would  go  to  the  United  States  Treasury  and  not  to 
the  pockets  of  industry,  they  would  be  prepared  to  make  reasonable 
sacrifices,  assuming  that  industry  makes  equivalent  sacrifices. 

Senator  Ball.  I  think  that  is  quite  true.  You  spoke  about  construc- 
tion mechanics  not  working  as  well  in  shipbuilding,  but  the  impres- 
sion we  got  when  we  visited  several  of  the  Kaiser  yards  out  there, 
as  they  told  us,  was  that  their  best  men  on  this  assembly  job  were 
some  of  their  older  employees  who  had  come  over  to  them  from  the 
construction  game. 

Admiral  Land.  They  probably  weren't  bricklayers,  though. 

Senator  Ball.  Oh,  no,  no,  no.  But  you  use  carpenters;  you  use 
molders. 

Admiral  Land.  Those  are  analogous  trades,  certainly.' 

Senator  Ball.  And  boilermakers. 

Admiral  Land.  Abolutely,  boilermakers,  carpenters,  and  mechanics. 

Senator  Ball.  The  mechanics  that  come  over  from  the  construction 
game  were  used  at  a  faster  tempo  than  the  ones  who  had  been  in 
shipbuilding. 

Admiral  Land.  I  wouldn't  be  a  bit  surprised.  The  results  speak  for 
themselves  on  the  west  coast  under  the  Kaiser  regime.  I  was  think- 
ing more  of  the  bricklaying  and  cement  trades  and  things  of  that 
kind  that  are  not  directly  analogous  to  those  trades,  but  if  those  trades 
Are  put  out  of  business  by  the  Government — and  many  of  them  have 
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been — that  is  part  of  the  sacrifice  that  every  citizen  of  the  United 
States  expects  to  make  in  going  into  an  industry  that  will  afford  him 
reasonable  pay  and  reasonable  employment. 

Senator  Ball.  You  spoke  about  double  time  also,  in  which  I  was 
interested.  We  tallied  to  the  management  in  those  yards.  They 
were  on  a  24-hour  day  basis,  and  they  said  they  had  had  no  trouble 
negotiating  their  unions  and  eliminating  double  time,  except  pos- 
sibly for  tlie  seventh  day.     They  were  working  a  48-hour  week. 

Admiral  Land.  Labor  is  perfectly  prepared  and  perfectly  willing 
to  play  ball. 

Senator  Ball.  They  had  had  no  trouble  at  all  on  that  score. 

I  was  interested,  on  page  1  of  this  chart,  that  the  percentage  gain 
for  February  was  about  1.50  above  March.  What  was  the  reason 
for  that?     It  was  9.30  and  dropped  to  7.72. 

Admiral  Land.  What  column  is  that,  Senator? 

Senator  Ball.  Third  from  the  right  side,  on  the  first  page.  The 
average  percentage  was  9.3  in  February  and  7.72  in  March. 

Admiral  Vickery.  I  can  explain  that  very  easily.  When  we 
started  out,  we  didn't  throw  in  all  those  112  ships  in  March.  We 
didn't  count  them  in  because  they  had  started  late.  But  we  did 
count  them  in  later.  The  9.30  was  the  February  one,  and  the  7.72 
was  the  March  one.  In  February  we  hadn't  counted  in  the  ships 
that  started  late,  and  when  we  came  to  the  one  that  was  figured  the 
1st  of  April,  we  did  count  them. 

Senator  Ball.  That  pulled  your  percentage  down. 

Admiral  Vickeky.  That  pulled  the  percentage  down. 

Senator  Ball.  I  was  wondering  whether  it  had  been  bad  weather 
or  something  like  that. 

Admiral  Vickeky.  No. 

Senator  Ball.  Does  the  weather  have  much  effect  on  it? 

Admiral  Land.  Oh,  yes;  it  does,  and  it  has  a  tough  effect  in  the 
wintertime  up  in  Maine,  for  example,  and  the  very  rainy  weather 
that  they  have  both  in  Houston,  particularly,  as  well  as  at  Delta, 
seriously  interfered  with  the  facilities  construction.  There  was  quite 
an  unusual  set  of  bad  weather  that  made  it  very  difficult  to  get 
our  ground  facilities  in.  It  always  has  an  effect,  but,  then,  that  is 
the  run  of  the  mine,  the  run  of  the  green,  that  we  all  have  to  take. 

Senator  Ball.  Do  you  happen  to  know  what  union  security 

Admiral  Land  (interposing).  What?     Union  security? 

Senator  Ball.  Yes ;  which  are  closed  shop  ? 

Admiral  Land.  As  far  as  I  know,  there  isn't  any  such.  In  most  of 
these  yards  they  are  organized  under  straight  C.  I.  O.  or  A.  F.  of  L. 

Senator  Ball.  With  closed  shop? 

Admiral  Land.  I  know  of  no  union  security  in  any  of  these  nine 
yards ;  do  you,  Howard  ? 

Admiral  Vickery.  No. 

Senator  Ball.  I  know  some  of  them  are  closed  shop.  That  is  what 
I  was  talking  about. 

Admiral  Land.  That  is  another  story.     I  will  not  comment  on  that. 

Admiral  Vickery.  All  of  those  that  are  closed  shop,  if  the  union 
can't  provide  the  men,  they  are  at  liberty  to  take  other  men. 

Senator  Ball.  They  are  not  calling  it  a  closed  shop.  I  think  they 
are  calling  it  a  union  shop. 

Admiral  Land.  They  are  union  yards. 
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Senator  Ball.  I  was  wondering  if  they  are  all  union  shops  or 
whether  some  were  open  shops  simply  with  unions. 

Admiral  Land.  No ;  I  think  they  are  all  unions  in  these  nine  yards. 

Admiral  Vickery.  I  don't  think  that  Delta  has  yet  taken  a  vote  in 
their  plant.  Our  policy  has  been  that  there  should  be  at  least  25  per- 
cent of  the  total  working  force  in  before  they  take  a  vote  in  the  plant, 
to  give  every  union  a  fair  opportunity.  That  hasn't  been  followed 
entirely,  but  that  is  the  policy  of  the  Commission. 

Mr.  Fulton.  On  those  point  systems,  Admiral,  could  you  send  us 
over,  without  taking  the  time  here,  a  kind  of  break-down  of  how  the 
I^oints  are  figured? 

Admiral  Land.  Yes ;  indeed. 

Mr.  Fulton.  Is  there  any  particular  reason  that  a  similar  set-up 
could  not  be  developed — I  don't  mean  by  you,  but  by  the  Navy — to 
show  the  Navy's  accomplishments  and  the  diilerences  in  navy  yards 
and  private  yards? 

Admiral  Land.  It  can  be  done. 

Admiral  Yickery.  It  is  a  very  simple  thing,  I  tell  you,  from  the 
j^rogress  report  to  complete  a  ship.  It  takes  100  percent  to  complete 
a  ship,  and  you  simply  add  up  the  percentage  that  is  made  on  each 
ship  on  the  progress  report  and  that  is  the  number  of  points  they  make. 

Mr.  Fulton.  Of  course,  a  ship  is  fundamentally  just  materials  and 
hours;  that  is  all. 

Admiral  Vickeky.  Yes.  To  complete  a  ship,  it  takes  100  percent  of 
the  ship.  One  hundred  percent  gives  a  completed  ship.  If  you  have 
43  ships,  that  is  4,300  points  there.  On  our  progress  report  we  show 
the  amount  accomplished  on  each  ship  under  the  contract,  and  you 
add  those  up  and  that  gives  you  the  total  number  of  points. 

The  Chairman.  There  isn't  any  reason  that  the  Navy  couldn't  fur- 
nish us  the  same  report. 

Admiral  Vickery.  There  isn't  any  reason.  They  have  the  data. 
They  have  never  developed  it  that  particular  way,  but  they  have  that 
same  data. 

Mr.  Fulton.  Now,  with  respect  to  that  materials  shortage,  we  did 
find  on  the  west  coast  last  year,  in  line  with  what  you  said,  that  a 
number  of  the  yards  stated  that  they  could  ])ut  on  a  great  many  thou- 
sand more  men  if  they  had  the  materials.  What  we  had  in  mind  was, 
Avhen  did  you  first  notify  the  O.  P.  M.  and  others  of  the  plate  capacity? 

Admiral  Laxd.  July  1941  was  the  first  accurate  record.  I  don't 
mean  that  they  didn't  have  records  all  along,  but  the  first  shortages 
commenced  to  be  serious  in  July. 

Admiral  Vicio:ry.  In  the  Richmond  yard,  we  were  due  to  get  steel 
so  we  could  lay  a  keel  on  the  1st  of  July.  We  got  steel  in  there  on  the 
13th  of  September.  If  we  had  gotten  steel  in  July,  we  would  have 
delivered  a  ship  in  December  of  last  year.  Actually,  we  delivered  the 
first  ship  on  the  13th  of  February. 

Mr.  Fulton.  Yes.  You  are  talking  about  the  actual  requests  for 
ship  plate  which  you  didn't  get.  Those  requests  were  as  early  as  July, 
But  what  I  was  talking  about  was  the  question  of  increasing  plate 
capacity,  which  must  have  arisen  much  sooner. 

Admiral  Vickery,  On  our  normal  program,  the  other  program 
would  have  required  150,000  tons  of  plate  steel  a  month,  and  we  had 
submitted  our  requirements  to  them.    That  is,  we  don't  know  how  much 
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the  Navy  would  require,  we  don't  know  how  much  the  Army  would 
require,  and  we  don't  know  how  much  is  going  into  Defense  Plant 
Corporation.  That  was  the  War  Production  Board's  to  divide  and 
find  out  where  they  W'Cre  going  to  use  the  steel  and  how  much  steel 
was  going  to  be  assigned  to  us.  We  had  made  our  requirements  for 
the  complete  year  known  to  the  War  Production  Board. 

Mr.  Fulton.  As  early  as  when  last  year  ? 

Admiral  Vickert.  Oh,  it  was  about  February  of  last  year. 

]Mr.  Fulton.  I  was  interested  in  that  because  the  committee  was 
taking  private  exception  to  this  Gano  Dann  report  in  May  of  last 
year  that  there  would  be  no  steel  shortage.^ 

Admiral  Vickery.  We  were  already  in  a  steel  shortage. 

]Mr.  Fulton.  I  wanted  to  know  whether  the  O.  P.  M.  had  been  given 
all  your  inforijiation. 

Admiral  VicitERY.  Indeed,  they  had.  We  did  more  than  that.  We 
had  had  the  steel  companies  in  there  and  lectured  the  steel  companies 
about  not-getting  our  steel  shipments  from  them. 

Mr.  Fulton.  And  then  also  there  is  this  question  of  continuous  strip 
mills.  Those  are  being  used  and  were  being  used  for  automobiles, 
were  they  not  ? 

Admiral  Vickery.  Yes;  some  of  them  were,  but  90  percent  of  the 
Liberty  ship  came  off  of  strip  mills.  There  are  two  sizes  of  strip  mills, 
you  see.  There  is  a  72-inch  steel  strip,  and  then  there  is  a  narrower 
strip.  And  strip  mills  run  up  as  high  as  90  inches.  The  Liberty  ship 
plates  were  90  percent  from  some  strip  mill.  It  didn't  all  come  off 
there,  because  it  wasn't  ordered  that  way. 

Mr.  Fulton.  INIy  only  point  was  that  if  you  had  been  given  the  auto- 
mobile strip  mill  capacity  earlier,  would  that  have  helped  you  in  your 
shipbuilding  program? 

Admiral  Vickery.  If  we  had  gotten  it,  yes;  but  they  could  have 
taken  strip  mills  earlier  on  the  basic  design.  What  they  asked  us  to  do 
was  to  redesign  the  ship  to  take  a  certain  amount  of  T2-inch  strip  mill. 
That  meant  going  back  and  redrawing  the  plans  and  scrapping  all  our 
templates  and  starting  in  a  new  series  with  the  72-inch-wide  plate 
throughout.    We  are  doing  that. 

IMr.  Fulton.  You  are  doing  that  as  soon  as  they  make  that  available 
to  you ;  is  that  it  ? 

Admiral  Vickery.  Yes;  but  I  am  just  pointing  out  that  even  origi- 
nally, the  way  the  ship  was  designed,  we  could  always  have  taken  a 
good  part  of  strip  mills.  You  must  say  this  for  them :  Strip  mills  did 
not  roll  the  thickness  of  plating  that  was  used  in  ship  structure,  and 
they  thought  they  couldn't  until  somebody  went  in  and  showed  them 
that  they  could  get  their  thicknesses  up.  Then  they  really  got  into  the 
thickness  of  plating  and  the  quantities  they  are  getting  off  of  it  now. 
That  is  a  thing  that  strip  mills  had  never  done  before,  and  they  didn't 
realize  they  could  do  it  until  somebody  showed  them  they  could. 

Mr.  Fulton.  Was  it  that  they  didn't  realize  or  that  they  didn't  want 
to  realize? 

Admiral  Vickery.  I  think  it  was  both. 

The  Chairman.  That  is  all,  gentlemen ;  thank  you  very  much. 

Mr.  Eastman,  we  have  asked  you  to  come  to  the  committee  to  give 
us  a  view  of  the  transportation  situation  and  the  difficulties  that  it  is 
now  facing  as  a  result  of  the  rubber  shortage. 

1  Two  reports,  both  entitled  "Report  to  the  President  of  the  United  States  on  Adequacy 
of  the  Steel  Industry  for  National  Defense,  by  Gano  Dunn,  senior  consultant,  Production 
Division,  0.  P.  M." 
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TESTIMONY  OF  JOSEPH  B.  EASTMAN,  CHAIRMAN,  INTERSTATE 
COMMERCE  COMMISSION,  AND  DIRECTOR,  OFFICE  OF  DEFENSE 
TRANSPORTATION 

EEVIEW  OF  DOMESTIC  TRANSPORTATION  PROBLEMS 

Mr.  Eastman.  Mr.  Chairman  and  members  of  the  committee,  my 
duties  cover  a  rather  large  field  in  transportation,  embracing  the  rail- 
roads, motor  transportation,  water  transportation,  pipe  lines,  and  air 
carriers.  Of  course,  that  is  confined  to  the  field  of  domestic  transpor- 
tation. 

The  Chairman.  I  understand  that. 

Mr.  Eastman.  Not  the  overseas. 

Senator  Brewster.  Where  is  the  line  drawn  on  water  transporta- 
tion? 

Mr.  Eastman.  Between  domestic  transportation  and  foreign. 

Senator  Brewster.  And  coastwise  transportation  is  your  province? 

Mr.  Eastman.  Yes,  sir. 

I  shall  discuss  first  the  railroad  freight  situation. 

The  Chairman.  We  are  very  much  interested  in  that. 

Mr.  Eastman.  First  a  w^ord  as  to  the  present  situation  as  compared 
with  the  situation  at  the  time  of  the  last  war.  As  you  know,  the  rail- 
roads at  that  time  became  badly  congested  and  conditions  were  such 
that  very  shortly  after  the  war  started  the  railroads  were  taken  over 
by  the  (lovernment.  This  time  the  railroads,  having  had  the  advan- 
tage of  the  lessons  learned  at  the  time  of  the  last  war,  were  better 
prepared.  The  Association  of  American  Railroads  had  a  central  car 
service  division,  well  organized,  with  a  field  force,  and  to  which  the 
individual  railroads  delegated  many  powers.  The  railroads  had  been 
instrumental  in  creating  certain  regional  advisory  boards  throughout 
the  country  with  large  shipper  membership,  and  through  those  com- 
mittees were  able  to  secure  the  cooperation  of  the  shippers,  not  only  in 
forecasting  traffic  movements,  but  in  the  movement  of  traffic.  They 
also  had  the  benefit  of  the  Bureau  of  Service  of  the  Interstate, Com- 
merce Commission,  which  was  created  in  1920. 

One  lesson  which  they  learned  during  the  last  war  was  the  fact  that 
cars  must  not  be  used  for  stoi'age  purposes,  must  be  kept  in  circulation. 
Ever  since  1939,  when  this  emergency  started  with  tlie  outbreak  of 
the  war  in  Europe,  that  has  been  the  watchword  on  the  part  of  both 
the  railroads  and  the  shippers,  and  every  effort  has  been  made  to  pre- 
vent the  use  of  the  cars  for  storage  purposes,  and  to  both  load  and 
vmload  them  quickly. 

Because  of  that  effort,  the  turn-around  time  has  notably  decreased, 
Avith  the  result  that  last  year,  1941,  the  railroads  carried  a  record 
number  of  ton -miles  of  freight,  and  they  did  that  with  one-third  less 
cars  than  they  had  in  1929,  and  with  a  lesser  number  of  locomotives. 
They  have  also  been  able  to  handle,  since  the  war  began,  the  extensive 
troop  movements  by  the  Army  without  any  congestion. 

At  the  present  time  there  is  no  shortage  in  railroad  transportation 
except  for  the  fact  that  open-top  cars  are  beginning  to  get  tight.  There 
is  a  shortage  in  tank  cars,  for  reasons  which  I  will  describe;  and  there 
is  a  tightness  in  refrigerator  cars,  and  beginning  to  be  a  tightness  in 
the  locomotive  situation. 
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Looking  ahead,  what  are  the  dangers  that  lie  ahead?  The  best 
estimates  that  we  have  been  able  to  obtain  indicate  an  increase  in" 
carloadings  for  this  year,  1942,  of  somewhere  between  12  and  15  per- 
cent over  last  year.  There  seems  to  be  rather  general  agreement  on 
something  like  that  figure.  Now,  in  addition  to  that — and  this  has 
affected  the  railroad  situation 

Senator  Bkewster  (interposing).  Does  that  take  account,  do  you 
think,  of  the  cutting  out  of  a  lot  of  civilian  needs — of  all  these  orders 
that  are  now  in  process  ? 

Mr.  Eastman.  Yes ;  that  takes  that  into  account.  Those  estimates 
were  made  in  the  light  of  that.  I  might  say  that  notwithstanding 
the  decrease  in  civilian  production,  the  Federal  Keserve  Board  index 
of  production  shows  a  20  percent  increase  for  the  first  3  months  of  this 
year  over  the  same  months  of  last  year,  according  to  my  under- 
standing. 

Wholly  in  addition  to  this  general  growth  of  traffic  are  the  diversions 
of  water-boi-ne  freight  which  have  come  to  the  railroads,  and  those 
are  very  serious.  As  you  know,  the  intercoastal  ships  are  no  longer 
operating  through  the  canal.  All  of  the  transcontinental  traffic  is 
being  handled  by  the  rairoads  and,  of  course,  that  is  long-haul  traffic. 
As  you  also  know,  the  eastern  seaboard,  until  very  recently,  was  sup- 
plied with  petroleum  and  petroleum  products  very  largely  by  tanker 
vessels  operating  from  the  Gulf  along  the  coast  at  very  low  cost.  Due 
to  the  diversion  of  those  ships  and  their  stoppage  for  varilous  reasons, 
the  railroads  have  been  called  upon  to  handle  the  very  greatly  in- 
creased load  of  that  traffic. 

Back  in  December  they  were  hauling  about  70,000  barrels  a  day  in 
tank  cars  to  the  eastern  seaboard.  Last  week  it  was  just  about  000,000 
barrels.  That,  I  may  say,  has  consumed  the  attention  and  time  of  85 ) 
locomotives  used  in  hauling  that  additional  load  to  the  eastern 
seaboard. 

The  Chairman.  That  is  just  the  additional  load  of  oil? 

Mr.  Eastman.  Of  oil  alone.  Besides  that,  we  have  the  fact  that  a 
great  deal  of  traffic  which  used  to  move  coastwise  is  now  moving  to  the 
eastern  seaboard  from  Gulf  ports  by  rail.  That  includes  sulphur, 
bauxite,  sugar,  cotl'ee,  molasses,  tropical  fruits  such  as  bananas,  and 
with  the  promise  that  that  form  of  traffic  is  going  to  increase  still  more. 

Senator  Brewster.  Bananas  ? 

Mr.  Eastman.  Bananas  are  now  moving  from  Gulf  ports  to  New 
York. 

Senator  Brewster.  They  are  bringing  them  into  New  Orleans,  I 
take  it? 

Mr.  Eastman.  Yes. 

Now,  in  addition  to  that,  we  have  the  fact  that  owing  to  the  water 
situation  along  the  coast,  the  efficiency  of  the  colliers  that  supply  New 
England  with  a  large  part  of  its  coal  from  Hampton  Roads  has  been 
diminished  as  much  as  40  to  50  percent.  That  has  already  thrown  a 
heavy  load  on  the  railroads  carrying  coal  from  the  Pennsylvania  fields, 
and  it  promises  to  throw  a  still  heavier  load  on  them  in  carrying  coal 
over  the  long-haul  routes  from  the  West  Virginia  fields  into  New 
England. 

In  addition  to  that,  the  ore  carriers  on  the  Great  Lakes  are  being 
called  upon  to  carry  about  eighty-seven  to  eighty-eight  million  toub 
of  iron  ore  this  year  as  contrasted"  with  81,000,000  last  year,  which  was 
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an  all-time  record.  In  order  to  enable  those  iron-ore  boats  to  carry 
that  iron  ore  this  year,  it  has  become  necessary  to  divert  as  much 
coal  as  possible  from  the  return  hauls  of  tliese  boats  where  it  involves 
an  increase  in  the  round-trip  time.  For  instance,  when  you  move  co;ii 
by  lake  to  Chicago,  that  means  that  the  ore  boat  moves  down  Lake 
Michigan  to  Chicago  and  then  back  up  again  and  to  the  Lake  Eric 
ports.  If  that  coal  movement  to  Chicago  can  be  cut  out,  the  round- 
trip  time  of  the  ore  boats  is  decreased.  We  plan  to  have  as  mucli  of 
that  coal  as  possible  shipped  to  Lake  Erie  and  Lake  Huron  and  Lake 
Michigan  ports  by  rail  instead  of  by  water  from  the  Lake  Erie  ports. 
That  has  already  increased  the  load  on  the  railroads  and  will  increase 
it  still  more. 

Another  factor  M'hich  may  be  a  danger  in  the  future  is  the  situation 
with  respect  to  the  repair  of  the  cars.  One  reason  why  the  railroads 
have  been  able  to  do  so  splendidly  thus  far  is  the  fact  that  they  have 
reduced  the  percentage  of  bad-order  cars  and  bad-order  locomotiveri 
down  to  record  figures.  The  last  figures  that  I  have  indicate  the  per- 
cent of  unserviceable  freight  cars  is  3.5  percent;  percent  of  unservice- 
able locomotives,  7.9  percent.     Those  are  very  low  figures. 

Now,  there  is  danger  that  with  the  increased  pressure  which  is  bein<i 
put  upon  the  railroads,  and  particularly  if  that  pressure  should  aifect 
the  personnel  and  tiieir  ships,  and  so  on,  they  will  be  unable  to  main- 
tain those  excellent  figures  of  percent  of  unserviceable  cars. 

The  Chairman.  Are  the  railroads  having  any  difficulty  with 
mechanics  in  their  shops  ? 

Mr.  Eastman.  I  understand  not  yet,  but  it  is  not  at  all  improbable 
that  they  will  have  such  difficulty  in  the  future  as  the  selectees  in- 
crease, and  so  on. 

Now,  another  factor  introducing  a  danger  is  the  constantly  in- 
creasing troop  movements  as  our  Army  increases,  and  that,  of  course, 
doesn't  affect  freight  directly  but  it  does  indirectly.  Sometimes  they 
have  to  take  freight  locomotives  for  those  movements,  which  include 
the  impedimenta  as  well  as  the  men,  and  it  interferes  somewhat  with 
the  circulation  of  the  freight  traffic. 

Looking  still  further  ahead,  one  thing  which  is  a  greater  danger 
than  any  I  have  mentioned  is  the  rubber  shortage  and  its  effect  upon 
truck  transportation.  It  is  difficult  to  know  just  what  percentage  of 
ton  miles  were  carried  by  the  trucks  last  year,  but  I  feel  certain  that 
they  carried  at  least  18  percent  as  many  truck  miles  as  the  railroads, 
and  those  truck  miles  that  the  trucks  carried  were  of  the  kind  of 
freight  which  it  is  most  difficult  for  the  railroads  to  handle  efficiently 
and  economically — short-haul  package  freight,  a  great  deal  of  it. 
If  that  burden  should  be  imposed  upon  the  railroads  it  would  be  a  very 
serious  thing  indeed. 

The  Chairman.  The  livestock  situation  is  another  thing  that  is 
staring  them  in  the  face,  isn't  it  ?  If  the  trucks  give  out,  don't  the 
trucks  haul  about  85  percent  of  the  hogs  to  market  and  about  8'5 
percent  of  the  cattle? 

Mr.  Eastman.  I  can't  give  you  the  exact  figures. 

The  Chairman.  Well,  Secretary  of  Agriculture  Mr.  Wickard  testi- 
fied those  figures  before  the  Senate  Appropriations  Committee  last 
Monday. 

Mr.  Eastman.  Yes. 
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The  Chairman.  And  he  was  very  much  alarmed  at  the  situation 
that  was  staring  the  farmers  in  the  face  to  get  those  hogs  and  cattle 
that  they  are  i)roducing  for  food  to  market  if  the  railroads  couldn't 
handle  them  when  the  trucks  gave  out. 

Mr.  Eastman.  I  have  no  doubt  he  has  the  accurate  figures  on  that, 
and  I  know"  that  the  trucks  are  handling  a  very  large  volume  of  the 
livestock  traffic. 

Besides  the  traffic  which  the  trucks  haul  in  competition  with  the  rail- 
roads is  the  fact  that  in  recent  years  the  railroads  have  integrated  the 
truck  very  closely  into  their  own  operations.  Tliey  use  trucl^s  for 
terminal  service  very  extensively  in  transfers,  pickup  and  delivery 
service,  and  they  use  them  along  the  road  to  take  care  of  way  station 
service,  and  that  is  one  of  the  reasons  why  the  turn-around  of  the 
railroad  cars  has  increased,  because  of  eliminating  those  short-haul 
movements  by  rail. 

Now,  I  have  ben  told,  and  I  think  it  is  correct,  that  the  Pennsyl- 
vania Railroad  is  directly  or  indirectly  the  greatest  single  operator 
of  trucks  in  this  country.  If  the  railroad  should  lose  that  help  which 
they  now  receive  from  this  auxiliary  equipment,  it  would  be  a  very 
serious  thing  indeed. 

At  the  present  time,  looking  at  the  general  situation,  the  most 
congestion  is  found  on  the  Pacific  coast,  particularly  on  the  Southern 
Pacific  Lines,  in  the  East  and  in  the  South,  but  it  must  be  remembered 
that  right  now — I  have  said  there  are  no  shortages  right  now  except 
in  tank  carS' — we  are  not  at  the  peak  of  traffic.  We  are  in  the  valley 
period. 

The  Chairman.  When  do  you  look  for  that  peak,  Mr.  Eastman? 

Mr.  Eastman.  The  peak  ordinarily  comes  in  October.  But  last  year 
it  was  cut  down  to  more  of  a  plateau  than  it  had  been  in  years  past, 
and  it  began  to  be  felt  as  early  as  May.  The  tendency  under  this  war 
production  is  to  level  off  at  the  peak  to  some  extent,  but  the  plateau 
is  as  serious  in  its  effects  as  the  peak,  and  more  so  in  some  respects, 
because  it  is  easier  to  carry  a  surge  of  traffic  for  a  short  time  than  over 
a  long  period. 

Now,  coming  to  the  ways  of  meeting  these  dangers  which  I  see 
ahead,  it  seems  to  me  there  are  just  three.  One  is  more  equipment, 
more  cars,  more  locomotives.  Another  is  to  make  better  use  of  what 
you  have  got  in  the  way  of  equipment.  The  third  is  to  reduce  the 
work  that  the  railroads  iiave  to  do  by  curtailing  traffic  in  some  ways, 
if  such  ways  can  be  found. 

I  would  reverse  the  order  in  discussing  those,  and  discuss  the  ques- 
tion of  more  equipment  at  the  end  and  discuss  first  the  question  of 
making  better  use  of  what  we  have  got. 

One  way  of  making  better  use  of  the  equipment  is  to  increase  the 
circulatory  speed,  reduce  the  turn-around  time,  operate  the  cars  and 
equipment  faster,  either  by  cutting  the  time  on  the  road  or  by  cutting 
it  in  the  terminals.  The  cars  spend  about  one-fifth,  and  I  think  that 
is  too  high,  if  anything,  of  the  time  on  the  road  and  four-fifths  of  the 
time  in  the  terminals.  So  far  as  the  road  situation  is  concerned,  the 
s})eed  must  be  considered  in  connection  with  the  necessity  of  making 
the  most  efficient  use  of  the  motive  power. 

Senator  Brewster.  How  does  that  compare  with  ships?  They  don't 
have  any  such  percentage,  do  they,  on  time? 
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Mr.  Eastman.  I  can't  tell  you,  sir;  that,  I  think,  would  depend  a 
great  deal  on  how  far  the  ship  operated.  On  a  short  haul  the  terminal 
time  might  be  very  great  in  comparison. 

Senator  Brewstj:r.  And  you  haven't  any  comparable  figure? 

Mr.  Eastman.  No  ;  I  have  no  comparable  figures.  I  do  know  that 
ships  very  often  spend  a  long  time  in  port  in  loading,  and  of  course 
that  time  they  spend  would  compare  with  the  time  spent  on  the  sea 
in  accordance  with  the  length  of  the  haul. 

Another  wnj  of  improving  the  movement  on  the  road  is  by  intro- 
ducing longer  sidings  or  new  sidings,  better  signal  systems.  The  rail- 
roads have  done  that  to  some  extent  in  the  past  year. 

The  Chairman.  Now  you  are  going  to  come  up  against  a  steel  short- 
age there,  aren't  you^ 

Mr.  Eastman.  Yes;  I  was  going  to  say  that  is  affected  very  much 
by  the  shortage  in  critical  materials,  when  you  come  to  signal  systems, 
not  only  by  the  steel  but  by  the  copper. 

The  Chairman.  I  was  thinking  about  the  track  for  the  long  sidings. 

Mr.  Eastman.  Yes;  the  track  also.  But  something  has  been  done 
along  those  lines,  and  the  railroads  and  we  are  still  looking  at  that 

Another  way  to  improve  the  situation  on  the  road  is  to  avoid  any 
congestion,  because  if  congestion  comes  it  slows  the  whole  situation 
down  very  quickly.  In  order  to  guard  against  that,  w^e  now  have  u 
system  under  which  we  have  received  each  day  from  every  railroad, 
every  important  railroad,  a  daily  report  of  traffic  conditions  on  its 
whole  line  and  on  sections  of  its  line  and  on  terminals.  Those  are 
translated  into  routes  and  channels  of  movement,  and  by  watching 
those  we  can  see  when  a  congestion  is  impending,  and  take  steps,  if 
necessary,  to  divert  the  traffic  to  some  other  route  which  is  not  con- 
gested. That,  so  far,  is  merely  a  safeguard  for  the  future.  We  are  just 
getting  that  in  operation  and  as  yet  it  has  not  been  necessary  to  do  any- 
thing of  that  kind.  But  we  will  have  that  information  each  day,  as  to 
just  what  the  situation  is  on  every  road  and  at  every  important 
terminal. 

Senator  Burton.  Mr.  Eastman,  mechanically,  then,  you  just  notify 
a  railroad  that  there  is  a  congestion  in  a  certain  area  and  they  will 
route  their  already  loaded  cars  in  some  other  direction,  or  is  it  slower 
of  operation  than  that? 

Mr.  Eastman.  Well.  I  have  power  under  the  Executive  order  to 
direct  the  movement  of  traffic,  and  we  would  do  that  probably  by  noti- 
fying the  railroads  to  embargo  for  a  time  a  certain  route. 

The  Chairman.  You  would  be  in  a  position  to  send  freight  to  Nor- 
folk or  Mobile,  maybe,  that  ordinarily  would  go  to  New  Orleans  or  New 
York  in  a  case  of  that  kind. 

IVIr.  Eastman.  That  port  situation  is  a  matter  by  itself.  I  am  com- 
ing to  that  in  a  moment. 

Another  thing  to  do  in  the  case  of  the  long-haul  movement  is  to 
inventory  the  locomotive  situation.  We  are  undertaking  to  do  that  in 
order  to  discover  where  there  may  be  any  surplus  of  motive  power 
which  can  be  used  to  help  out  another  railroad  which  is  short. 
Already  the  railroads  have  done  that.  The  Southern  Pacific,  iov 
example,  has  been  loaned  equipment  by  several  railroads.  Boston  & 
Maine  is  being  loaned  equipment  by  other  railroads  right  now. 

Coming  to  the  terminal  time,  which,  as  I  say,  occupies  at  least  four- 
fifths  of  the  time  the  car  spends  on  its  journey,  a  large  part  of  that 
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time  is  taken  up  in  loading  and  unloading  by  the  shipper.  There,  so 
far,  the  etfort  has  been  to  im])rove  that  through  cooperation  with 
the  shippers,  and  the  regional  advisory  boards  and  chambers  of  com- 
merce and  other  organizations  have  been  very  active  in  improving  that 
situation,  and  I  tliink  that  it  has  improved  materially. 

The  Chairman.  Isn't  that  going  to  become  moi^e  acute  as  the  truck 
situation  grows  more  acute  ?  The  unloading  of  cars  in  most  of  these 
terminals  depends  almost  entirely  on  the  truck  situation,  doesn't  it, 
except  those  that  are  loaded  directly  aboard  ship  ? 

Mr.  Eastman.  Well,  the  trucks,  of  course,  take  the  stuff  away  from 
the  terminals. 

The  Chairsian.  That  is  what  I  mean. 

Mr.  Eastman.  But  the  car  could  be  unloaded  on  the  ground ;  many 
of  them  have  been  unloaded  on  the  ground,  in  order  to  free  the  car 
for  use  on  the  road.  But  that  situation,  as  I  say,  has  been  worked 
out  in  cooperation  so  far  with  the  shippers  and  they  have  done  an 
excellent  job. 

Senator  Brew^ster.  What  do  you  feel  as  to  how  far  that  80-percent 
figure  can  change?  Of  course,  that  seems  a  terrible  amount  of  time 
for  a  car  to  spend  in  what  is  not  its  productive  use.  What  we  want 
is  to  keep  them  rolling. 

Mr.  Eastman.  Yes. 

Senator  Brewster.  How  far  do  you  feel  it  may  be  feasible  to  go, 
changing  the  habits  of  shippers  ? 

Mr.  Eastman.  I  think,  as  I  say,  the  shippers  have  done  an  excellent 
job  so  far  as  their  ])art  of  it  is  concerned.  W,hen  it  comes  to  the 
railroad  part,  I  think  you  have  got  to  bear  in  mind  that  cars  don't 
move  as  a  truck  moves,  ordinarily,  directly  from  the  point  of  origin 
to  the  point  of  destination.  In  the  first  place,  they  have  to  be  switched 
to  the  points  of  loading.  That  takes  time.  Tlien  the  train  has  to 
be  classified,  cars  have  to  be  classified  for  movement  assembly  into  a 
train.  Very  often  in  a  movement  it  is  necessary  to  stop  at  some 
intermediate  terminal  and  reclassify  the  train.  Some  of  it  goes  out 
over  connecting  lines  or  branch  lines,  and  so  on.  There  may  be,  in 
the  course  of  a  journey,  two  or  three  of  those  reclassifications  of  cars 
at  intermediate  terminals  before  you  get  finally  to  destination.  The 
situation  where  the  cars  move  straight  in  trainloads  from  origin  to 
destination  is  comparatively  rare.  One  reason  why  the  Pocahontas 
Lines  are  so  successful  is  because  they  do  have  so  many  trainload  move- 
ments of  coal  directly  from  the  mine  to  the  sea  or  to  Lake  Erie.  But 
I  know  the  railroads  are  working  hard  on  that  thing.  For  me  to 
undertake  to  investigate  terminal  o]3erations  in  every  part  of  the 
country  would  be  a  terrific  job.  I  would  have  to  have  a  very  large 
force  to  undertake  to  do  that. 

One  thing  that  can  be  done,  and  we  are  Avorking  on  this  with  the 
railroads  and  it  has  been  done  to  a  considerable  extent  by  the  larger 
railroads,  is  to  classify  and  assemble  the  trains  better  so  that  they 
can  move  through  more  intermediate  terminals  to  destination  in  prac- 
tically a  trainload  movement.  By  careful  arrangement  of  the  cars, 
very  often  a  great  deal  of  that  terminal  time  can  be  saved,  in  con- 
nection with  these  new  movements,  such  as  petroleum,  tank  cars,  and 
in  the  movements  from  the  ports  Avherein  we  are  endeavoring  trainload 
movements  just  as  far  as  possible. 
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The  Chairman.  You  are  endeavoring  to  move  them  by  the  shortest 
route,  too,  are  you,  in  doing  that?  For  instance,  I  know  of  one  specific 
case  v>here  steel  was  shipped  from  Birmingham,  Ala.,  to  Memphis 
and  then  to  St.  Louis  and  then  down  to  southwest  Missouri,  when  there 
is  a  direct  road  from  Birmingham,  Ala.,  to  southwest  Missouri.  Of 
course,  the  reason  for  that  was  to  keep  the  freight  all  in  the  hands 
of  one  road. 

Mr.  Eastman.  Well,  the  shippers  have  done  a  pretty  good  job,  we 
think,  in  eliminating  circuitous  routing,  and,  of  course,  a  great  deal 
of  the  shipping  right  now  is  in  the  hands  of  the  Government,  in  the 
hands  of  Army,  Navy,  and  the  Treasury  Procurement  Division. 

The  Chairman.  This  was  an  Army  shipment  that  was  made  in  this 
circuitous  rate  I  am  telling  you  about. 

Mr.  Eastman.  Recently  we  have  had  to  issue  a  warning  to  shippers, 
and  that  is  to  the  effect  that  it  was  dangerous  to  confine  their  ship- 
ments to  the  most  direct  and  shortest  route  that  there  were  other  rea- 
sonable routes  which  they  ought  to  use.  The  minute  they  began  ship- 
ping over  the  most  direct  and  shortest  route  they  began  to  congest  that 
route  when  there  were  a  number  of  other  routes  a  little  bit  longer  that 
were  really  efficient  routes. 

The  Chairman.  Of  course,  you  have  to  use  common  sense  on  it. 

Mr.  Eastman.  Yes. 

The  Chairman.  And  meet  the  situation  as  it  arises  in  each  case. 

Mr.  Eastman.  Yes. 

I  come  now  to  the  movement  to  the  ports  about  which  you  spoke,  Mr. 
Chairman.  That  is  a  particular  situation  which  has  to  be  handled 
very  carefully  because  there  is  great  danger  in  view"  of  the  large 
amount  of  overseas  shipping,  of  congestion  arising  at  the  ports,  espe- 
cially because  of  the  delays  which  are  likely  to  arise  in  connection  with 
the  movement  of  the  vessels. 

We  have  been  handling  that  matter  with  the  War  Shipping  Admin- 
istration, the  Army,  the  British  Shipping  Administration,  and  the 
Lend-Lease  Agency,  which  controls  a  lot  of  the  overseas  traffic  which 
is  not  controlled  by  the  Army,  and  we  have  reached  an  agreement  with 
those  agencies  on  a  plan  for  handling  the  movement  of  the  traffic  to 
the  ports.  That  involves  the  determination  of  what  ports  the  ships 
will  come  to  and  the  release  of  the  cars  to  those  ports  when  we  have 
reason  to  believe  the  ships  will  be  ready  for  them.  That  plan  has  been 
agreed  to  by  all  of  those  agencies  and  is  in  operation  now.  We  don't 
like  to  describe  that  in  detail  because  it  involves  so  much  intimate 
infonnation  in  regard  to  ship  movements  which  would  be  of  great  use 
to  the  enemy  if  they  knew  about  them. 

The  Chairman.  We  are  not  asking  that  you  do  that. 

Mr.  Eastman.  No,  sir;  but  we  have  worked  out  a  plan  in  coopera- 
tion with  those  other  agencies  which  I  believe  will  control  that  situa- 
tion pretty  well. 

In  that  connection  wath  the  movements  to  ports,  we  have  the  storage 
question,  which  has  been  put  in  my  hands  by  the  Executive  order  also, 
that  is,  so  far  as  recommendations  and  advice  are  concerned.  That 
includes  not  only  storage  at  the  ports,  which  is  to  be  avoided  as  much 
as  possible,  but  the  establishment  of  regulatory  storage  warehouses 
within  striking  distance  of  the  ports  so  that  shipments  can  be  accumu- 
lated there  just  as  storage  reservoirs  for  storage  reservoir  purposes,  in 
order  that  there  may  always  be  a  supply  on  hand  which  can  be  moved 
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directly  to  the  ports  when  the  ships  want  them.  In  addition  to  that, 
there  are  the  dead-storage  warehouses,  warehouses  for  long-time  stor- 
age back  in  the  interior.     There  will  be  increasing  need  for  all  those. 

Our  organization  is  working  in  close  harmony  with  the  warehouse 
l^eople  and  has  information  as  to  all  of  the  existing  warehouse  space. 
We  can  help  any  agency  determine  or  find  out  Avhat  space  is  available. 
We  are  undertaking  to  serve  as  a  means  of  bringing  unused  factories 
and  other  unused  buildings  into  play  for  storage  purposes,  and  we  are 
also  giving  such  advice  as  we  can  to  the  Army  and  the  lease-lend  agency 
in  regard  to  the  construction  of  new  storage  facilities. 

Senator  Brewster.  Do  I  understand  that  the  War  Shipping  Ad- 
ministration in  foreign  ships  and  yourselves  in  inland  transportation 
have  a  full  and  final  control  as  to  traffic,  the  two  of  you  together? 

Mr.  Eastman.  Yes.  The  War  Shipping  Administration  for  the 
ships  and  my  organization  for  the  land. 

Senator  Brewster.  So  that  your  two  agencies  together  would  accept 
full  responsibility  for  the  .most  efficient  utilization  of  our  facilities  ? 

Mr.  Eastman.  Yes.  I  think  I  might  say  that  I  think  that  wouldn't 
apply  to  Army  movements. 

Senator  Brewster.  You  are  not  clear  that  you  could  control  those  ? 

Mr.  Eastman.  Well,  I  am  not  clear  that  the  War  Shipping  Admin- 
istration undertakes  to  control  the  movement  of  troops  and  impedi- 
menta for  the  direct  Army  use. 

Senator  Brewster.  I  think  that  is  a  matter  of  interest  because  those 
questions  are  arising. 

Mr.  Eastman.  Mr.  Turney,  who  is  handling  that  matter  for  me,  says 
that  this  plan  does  include  even  those  Army  movements. 

Senator  Brewster.  So  that  those  two  agencies  could  make  the  final 
decision,  of  course,  in  consultation. 

Mr.  Eastman.  Of  course,  the  Army  is  in  on  this  plan. 

Senator  Brewster.  Well,  I  understand  that. 

Mr.  Eastman.  We  have  representatives  of  the  War  Shipping  Ad- 
ministration, the  Army,  the  Lease-Lend,  and  ourselves,  and  the  British 
Shipping  Administration. 

Senator  Brewster.  That  is,  on  your  committee,  of  which  you  are 
chairman? 

Mr.  Eastman.  No  ;  I  am  not  chairman  of  it.  This  is  an  organization 
which  is  located  down  in  the  War  Department.  Each  one  of  these 
agencies  has  a  representative  who  is  there  all  the  time  working  on  that 
problem.     They  work  together,  in  collaboration. 

Senator  Brewster.  That  is,  you  have  a  representative  there,  I 
presume. 

Mr.  Eastman.  Yes,  sir. 

Senator  Brewster.  How  do  you  tie  in  with  the  Canadian  roads  and 
ports  ? 

Mr.  Turney.^  Through  the  British  War  Ministry  and  the  Comp- 
troller of  the  Canadian  Railroads. 

Senator  Brewster.  We  think  in  rather  continental  terms  because 
we  are  on  the  dividing  line.  We  have  never  known  whether  we  were 
Canadian  or  American  ports  up  there  in  Maine,  and  I  wondered 
how  you  integrated  that  situation. 


1  John  R.  Turney,  Director,  Division  of  Traffic  Movement.  Office  of  Defense  Transporta- 
tion. 
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Mr.  Eastman.  Mr.  Tiirney's  answer  is  that  tliat  Is  handled  through 
the  Canadian  Comptroller  of  Railroads  and  the  British  Shipping 
Administration. 

Senator  Brewster.  Do  they  have  a  representative  in  your  group  ? 

Mr.  Eastman.  The  British  Shipping  Administration  has.  The 
Canadian  officer  does  not  have. 

Mr.  TuRNET.  That  is  correct. 

Senator  Brewster.  So  that  you  are  the  liaison  man  with  the  Ca- 
nadian Railroad  Administration. 

Mr.  Eastman.  Yes;  we  are  in  contact  with  Mr.  Lockwood. 

Senator  Brewster.  And  how  do  you  handle  the  matter  of  inter- 
change of  cars  and  equipment? 

Mr.  Eastman.  I  don't  think  that  any  difficulties  have  arisen  with 
res]:)ect  to  that  matter  as  yet.    We  have  had  no  occasion. 

Mr.  TuRNET.  All  export  shipments  from  Canada  are  controlled 
under  permits  of  Mr.  Lockwood,  the  Canadian  Comptroller  of 
Transport. 

Senator  Brewster.  I  am  thinking  in  terms  of  Detroit,  for  instance, 
which  is  not  export  but  which  the  Canadian  roads  handle  a  good 
deal  of  and  are  equipped  to  handle.    That  would  be  through  traffic. 

Mr.  TuRNEY.  There  has  been  no  change  there. 

Mr.  Eastman.  Now,  I  have  covered  the  question  of  increasing  the 
circulatory  time  in  cars.  Another  way  to  use  to  better  advantage 
that  we  have  is  by  increasing  the  loading  of  cars.  Shippers  load 
the  carload  freight;  the  railroads  load  the  less-than-carload.  We 
have  issued  an  order  intended  to  improve  the  loading  of  less-than- 
carload  freight  by  the  railroads,  which  becomes  effective  on  May  1. 
The  less-than-carload  freight  has  accounted  for  less  than  one  and 
one-half  percent  of  the  carload  tonnage,  but  it  uses  less  than  1 
percent  of  the  cars.  They  have  been  very  lightly  loaded  to  an  aver- 
age of  about  5  tons  per  car.  Under  this  plan  we  hope  to  bring  the 
loading  up  to  an  average  minimum  of  8  tons  for  the  first  2  months 
beginning  May  1,  and  to  10  tons  per  car  by  September.  Under 
that  order,  they  are  allowed,  with  our  approval,  to  enter  into  joint 
arrangements  for  pooling  their  loading,  their  shipping  days,  and 
that  sort  of  thing,  and  also  for  entering  into  arrangements  with 
trucks  so  that  the  trucks  can  bring  the  loads  to  and  from  the  con- 
centration points. 

The  interesting  thing  is  that  although  that  order  has  not  yet  be- 
come effective,  the  information  that  we  have  indicates  that  since  it 
was  issued,  the  loading  of  the  merchandise  freight  has  materially 
improved.  The  number  of  cars  loaded  in  the  week  ended  April  11, 
1942,  was  18  percent  less  than  it  was  a  year  ago,  although  the  move- 
ment of  freight  is  upward. 

The  Chairman.  Increased? 

Mr.  Eastman.  Yes. 

The  Chairman.  That  is  a  very  good  sign. 

Mr.  Eastman.  Yes.  As  far  as  the  loading  of  cars  by  the  shippers  is 
concerned,  that  so  far  has  been  worked  out  in  cooperation  with  the 
shippers.  The  railroads  have  been  working  in  very  close  contact  with 
them  and  the  shippers  have  been  endeavoring  to  improve  their  load- 
ing. I  think  that  that  is  a  situation  where  still  more  improvement  is 
possible,  probably  considerably  more  improvement. 
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We  are  considering,  only  considering  for  the  time  being,  the  possi- 
bility of  orders  to  control  that  situation,  but  we  shall  get  in  touch 
with  the  shippers  before  we  issue  any  such  orders  because  of  certain 
matters  which  must  be  borne  in  mind,  and  that  is  the  ability  of  any 
form  of  traffic  to  load  to  capacity  in  view  of  the  packaging  that  is 
now  possible,  and  the  question  of  commercial  needs.  Many  of  the 
carload  minima  have  been  adapted  to  the  needs  of  these  smaller 
shippers.  We  think  that  matter  can  be  improved  by  tariff  changes 
permitting  stop-offs,  unloading  in  transit,  in  other  words  double 
loading  of  the  cars  by  shippers,  and  so  on.  But  I  do  think  that  there 
is  an  opportunity  for  improvement  which  has  not  yet  been  fully 
utilized. 

I  want  to  point  out  this  in  that  connection,  that  you  can  divide  the 
railroad  system  into  compartments  from  the  standpoint  of  cars,  to 
some  extent.  What  I  have  been  saying  applies  to  boxcars.  When  it 
comes  to  open-top  cars,  the  hoppers,  the  gondolas,  the  flatcars,  they 
are  already  loaded  to  capacity.  They  carry  the  coal,  iron  ore,  copper 
ore,  lead  and  zinc,  bauxite,  scrap,  limestone,  steel,  box  trucks,  box 
tanks,  armament  of  various  kinds.  The  demand  for  them  under  the 
war-production  effort  has  materially  increased. 

The  Chaieman.  Is  there  any  possibility  of  increasing  the  num- 
ber of  those  cars? 

Mr.  Eastman.  Well,  that  is  a  matter  that  I  am  coming  to  in  just 
a  moment. 

I  wanted  to  point  out  that  when  it  comes  to  improving  the  load- 
ing, that  doesn't  apply  to  the  open-top  cars. 

The  Chairman.  It  applies  only  to  boxcars? 

Mr.  Eastman.  Practically  only  to  the  boxcars.  There  may  be 
sporadic  cases  where  you  could  improve  the  loading  of  open  tops,  but 
mostly  they  are  loaded  to  capacity.  Furthermore,  it  is  a  situation 
where  there  are  few  cross  hauls  in  the  case  of  these  war  materials, 
and  it  is  a  form  of  traffic  which  affects  the  war  effort  directly  and 
immediately,  the  carriage  of  oil  or  limestone,  and  all  those  things. 
If  there  is  any  shortage  in  that  it  would  be  reflected  in  a  contraction 
of  the  war  effort,  the  war  production  effort,  at  once. 

Now,  another  way  in  which  the  railroad  situation  can  be  improved 
is  by  the  substitution  of  trucks  for  the  rails,  and  vice  versa,  where 
one  is  more  efficient  than  the  other.  Under  our  1.  c.  1.  order  that 
is  being  accomj^lished  to  a  certain  extent.  It  is  also  being  accom- 
plished in  the  case  of  tank  cars.  The  tank  car  is  the  most  inefficient 
thing  for  short  hauls.  The  tank  truck  is  far  more  efficient.  Very 
often  one  tank  truck  shuttling  back  and  forth  over  a  short  haul  can 
do  the  work  of  several  cars.  Now  we  are  working  in  very  close  con- 
tact with  Secretary  Ickes'  organization  with  respect  to  that  matter. 
We  are  undertaking  to  locate  all  the  available  tank  trucks  in  the  coun- 
try to  find  out  Avhere  there  are  any  surpluses,  and  where  trucks  could 
be  used  to  greater  capacity  or  could  be  diverted  to  some  other  part 
of  the  country  where  they  could  be  substituted  for  a  tank  car.  Al- 
ready there  have  been  extensive  substitutions  of  that  kind,  and  that 
is  one  of  the  things  that  has  improved  the  tank  car  situation.  I  think 
more  still  is  possible  in  that  direction. 

The  Chairman.  We  are  going  to  be  up  against  it  again,  though,  on 
the  rubber  situation. 

Mr.  Eastman.  Yes.    That  is  a  thing  that  won't  continue  indefinitely. 
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Senator  Burton.  Mr.  Eastman,  on  the  use  of  those  tank  cars,  does 
that  come  up  to  the  estimates  that  were  made  by  Mr.  PeUey  and  the 
Raih-oad  Association  when  we  had  the  controversy  about  the  petro- 
leum shortage  some  months  ago  ? 

Mr.  Eastman.  My  recollection — and  Judge  Fletcher  can  correct  me 
on  this  if  I  am  wrong — is  that  at  the  time  of  that  controversy  Mr. 
Pelley  thought  that  the  railroads  could  move  about  200,000  barrels 
a  day  to  the  eastern  seaboard.    Last  week  they  moved  nearly  600,000. 

Mr.  Fletcher.^  As  usual,  the  Director  is  correct. 

Mr.  Eastman.  Another  way  of  improving  the  situation,  and  this  is 
very  important,  is  by  spreading  the  load,  cutting  down  the  peak. 
One  reason  why  the  railroads  were  able  to  get  by  as  well  as  they  did 
with  the  peak  of  last  year  was  because  of  the  campaign  on  the  part 
of  commercial  organizations  and  others  to  bring  about  a  loading  of 
coal,  the  movement  of  coal,  in  the  spring  and  summer  months  instead 
of  wailing  until  the  fall.  It  is  very  important  that  that  be  done  this 
year,  and  elforts  are  being  made  through  commercial  organizations 
and  others  to  promote  such  moving,  not  only  of  coal,  but  of  every 
other  form  of  traffic  which  is  capable  of  storage,  because  if  this  peak 
cai;i  be  cut  down,  that  greatly  improves  the  railroad  situation. 

Do  you  wish  to  go  now  ? 

The  Chairman.  I  would  like  to  finish,  Mr.  Eastman,  if  you  don't 
mind  proceeding  for  another  half  hour.  Can  you  get  through  in  a 
half  hour? 

Mr.  Eastman.  I  will  do  my  best.  I  have  a  lot  to  cover  besides 
railroads. 

The  Chairman.  I  don't  want  to  hurry  you.  This  is  most  important, 
but  I  am  sure  the  committee  is  willing  to  listen  for  another  half  or 
three-quarters  of  an  hour  if  you  are  willing  to  go  ahead. 

Mr.  Eastman.  Yes,  sir. 

Anotlier  way  which  has  been  suggested  of  improving  the  situation 
is  by  reducing  the  amount  of  work  which  the  railroads  have  to  do; 
that  is,  by  curtailing  traffic.  That  could  be  done,  in  the  first  place, 
by  eliminating  cross  hauls.  There  are  cross  hauls  in  connection  with 
the  M'ar-production  program,  and  we  are  working  on  that  matter  with 
the  War  Production  Board. 

The  Chairman.  For  the  record,  explain  just  what  a  cross  haul  is. 
Some  of  us  don't  understand  it  exactly. 

Mr.  Eastman.  Well,  it  means,  for  example,  you  may  move  aluminum 
from  St.  Louis  to  New  York  to  do  something  with  it  there  and  then 
move  it  back  to  St.  Louis. 

The  Chairman.  I  understand. 

Mr.  Eastman.  Or,  in  the  case  of  canned  goods,  for  example,  one 
concern  may  be  moving  canned  goods  from  Chicago  to  Buffalo,  and 
another  concern  may  be  moving  exactly  the  same  kind  of  canned  goods 
or  as  good  canned  goods  from  Buffalo  back  to  Chicago.  That  is  what 
T  mean  by  cross  hauls. 

There  are  cross  hauls  in  connection  with  the  war-production  pro- 
gram largely  brought  about  by  the  location  of  the  plants  and  the 
awarding  of  contracts.  That  is  a  matter  on  which  we  are  working 
with  the  War  Production  Board  to  see  if  anything  can  be  done  about 
that. 


^  R.  v.  Fletcher,  vice  president,  Association  of  American  Railroads. 
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When  you  get  to  civilian  traffic,  you  get  into  a  pretty  difficult 
situation  and  it  is  doubtful,  in  my  mind,  whether  that  ought  to  be 
controlled,  if  it  needs  to  be  controlled,  through  the  railroads.  Tlie 
railroads,  to  my  mind,  ought  to  move  the  traffic  which  is  offered  to 
them.  When  it  comes  to  eliminating  cross  hauls  in  the  case  of  a 
thing  like  canned  goods,  for  example,  that  is  really  a  question  of 
restricting  marketing.  I  talked  to  a  producer  of  an  important  brand 
of  canned  goods  yesterday  about  that,  and  I  said,  "Could  you  elimi- 
nate cross  hauls  in  connection  with  your  kind  of  canned  goods?" 

He  said,  "Yes;  and  we  would  be  very  glad  to  do  it  because  we 
have  plants  located  all  over  the  country."  He  said  it  would  be  very 
hard  on  the  small  producer  who  hasn't  plants  so  located  and  therefore 
hesitated  to  suggest  any  such  thing. 

That  is  a  matter,  it  seems  to  me,  that  ought  to  be  considered  by 
other  people  as  well  as  the  Office  of  Defense  Transportation  before 
it  undertakes  to  change  such  a  marketing  situation  by  curbing  the 
movements  by  rail. 

A  further  means  of  curbing  traffic  which  I  hope  we  never  get  to  is 
by  rationing,  by  eliminating  the  so-called  non-essential  traffic.  That 
would  have  to  be  done  by  embargoes  or  a  priorities  system.  I  believe 
that  if  that  were  started,  the  result  w^ould  be  to  slow  down  traffic 
generally  by  introducing  an  element  of  great  confusion  into  the 
situation,  by  making  shippers  panicky,  and  so  on,  and  by  requiring 
the  creation  of  a  tremendous  organization  to  administer. 

The  Chairman.  That  is  not  now  in  contemplation? 

Mr.  Eastman.  Not  now  in  contemplation,  and  I  hope,  as  I  say,  that 
we  don't  ever  have  to  do  that,  and  as  a  matter  of  fact,  we  are  getting  to 
the  point  now  where  there  is  very  little  nonessential  traffic,  because  the 
production  of  nonessential  articles  is  being  stopped,  and  that  is  the  way 
it  ought  to  be  handled.  In  other  words,  if  there  are  things  that  ought 
not  to  move,  they  ought  not  to  be  produced ;  and  they  ought  not  to  be 
produced  and  then  be  told  that  they  can't  be  moved. 

That  brings  me  down  to  the  final  way  of  meeting  this  situation. 

Senator  Burton.  Could  I  interrupt  you  just  for  one  question  there? 
The  other  day  when  Mr.  Nelson  w^as  here  he  brought  up  the  question 
of  airplanes  being  manufactured,  for  example,  at  one  point  and  then 
they  are  being  shipped  for  assembly  at  another  point. 

Mr.  Eastman.  Yes. 

Senator  Burton.  Shouldn't  he  get  together  with  you  and  others  to 
have  them  completed  at  the  first  point  and  thereby  eliminate  the 
transportation  item  ? 

Mr.  Eastman.  Well,  we  as  a  matter  of  fact,  are  working  on  that  very 
matter  with  the  War  Production  Board. 

Now  I  come  down  to  the  question  as  to  whether  there  should  be  more 
cars,  more  locomotives.  That  is  a  question  that  I  can't  determine, 
and  very  properly  so.  It  has  to  be  determined  by  the  War  Production 
Board  in  connection  with  the  allocation  of  critical  materials,  because 
these  cars  and  locomotives  do  require  critical  materials.  Under  my 
executive  order  I  have  to  make  recommendations  to  the  War  Produc- 
tion Board,  and  I  have  the  greatest  sympathy  with  that  Board.  I 
think  they  have  a  superhuman  job  in  endeavoring  to  allocate  those 
materials.  They  have  got  to  provide  the  steel  for  the  ships  that  Ad- 
miral Land  was  talking  about  this  morning;  they  have  got  to  provide 
the  steel  for  the  naval  vessels  which  guard  those  ships ;  and  they  have 
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grot  to  provide  the  steel  for  the  synthetic  rubber  plants,  and  so  on.  And 
the  question,  when  there  isn't  enough  to  go  around,  comes  as  to  where 
you  will  make  your  cuts. 

The  Chairman.  I  had  a  conversation  with  two  of  the  great  railroad 
presidents,  one  of  the  greatest  western  roads  and  one  of  the  greatest 
eastern  roads,  and  their  main  worry  seemed  to  be  the  replacements  that 
are  likelv  to  be  affected  by  priorities,  for  instance  steel  rails. 

Mr.  Eastman.  Yes. 

The  Chairman.  And  particularly  the  repair  material  that  is  nec- 
esary  to  keep  these  cars  and  engines  running. 

Mr.  Eastman.  Well,  so  far  as  the  repair  material  is  concerned,  we 
have  had  no  disagreement  as  yet  with  the  War  Production  Board. 

The  Chairman.  You  miderstand  that  rail  and  cars  and  everything 
else,  with  this  tremendous  load  that  is  going  to  be  put  on  us,  are 
going  to  wear  out  faster.  We  will  have  to  have  more  repair  materials, 
and  while  it  is  necessary  to  have  ships  and  everything  of  that  sort, 
unless  you  can  get  the  materials  to  the  ships  there  is  no  use  having 
the  ships. 

Mr.  Eastman.  It  is  absolutely  vital  to  provide  repair  material  for 
the  facilities  and  equipment  that  we  have.  I  don't  think  there  can  be 
the  slightest  doubt  about  that.  We  made  recommendations  with  re- 
spect to  that  matter,  and  they  were  accepted  by  the  Section  of  Require- 
ments of  the  War  Production  Board.  We  haven't  had  any  disagree- 
ment on  that  matter.  However,  one  of  the  difficulties  has  been  that 
after  the  allocations  were  made,  then  it  has  sometimes  been  difficult 
to  get  the  materials. 

The  Chairman.  To  fret  what  you  have  a  right  to  get. 

Senator  Herring.  Mr.  Eastman,  before  we  get  away  from  it,  you 
may  recall  a  cou])le  of  weeks  ago  I  addressed  a  letter  to  you  with  a 
protest  from  a  group  claiming  that  the  railways  were  using  open  cars 
to  transport  coal  across  one.  two,  or  three  States  to  be  used  in  States 
where  there  was  a  supply  of  coal  available  at  terminals,  and  I  under- 
stand that  in  the  last  war,  by  direct  order,  they  were  prohibited  from 
doing  tliat.    I  wonder  if  you  received  that. 

Mr.  Eastman.  Yes;  I  received  that;  and  I  also  received  a  delega- 
tion from  the  Centerville  Mines. 

Senator  Herring.  That  is  where  it  came  from, 

Mr.  Eastman.  Yesterday  that  was.  and  they  produced  a  large  amount 
of  data  which  I  told  them  that  I  had  studied. 

Senator  Herring.  It  seems  as  though  they  had  a  just  protest. 

Mr.  Eastman.  Yes.  My  understanding — I  won't  say  it  is  the  right 
understanding — is  that  there  has  been  some  question  about  the  quality 
of  that  Iowa  coal  as  compared  to  other  available  coal. 

Senator  Herring.  There  is  also  a  question  about  receiverships  be- 
tween some  of  those  controlling  mines  over  the  other  States  and 
the  railroads. 

Mr.  Eastman.  That  may  be,  I  don't  know. 

Senator  Herring.  I  do. 

Mr.  Eastman.  I  promised  to  look  into  that  matter.  Senator. 

Senator  Herring.  Fine ! 

Tlie  Chairman.  I  think  that  would  have  exactly  the  same  sort  of 
procedure  as  the  canned  goods  you  were  talking  about  awhile  ago  be- 
tween Buffalo  and  Chicago.     I  think,  depending  on  the  quality,  of 
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course,  we  all  admit  that  there  are  some  States  that  have  better  coal 
than  others,  but  most  of  us  live  in  States  that  have  pretty  good  coal, 
except  Maine. 

Mr.  Eastman.  On  this  matter  of  new  equipment,  I  made  recom- 
mendations to  the  "War  Production  Board,  but  the  final  verdict  is 
not  in  on  that  matter  yet.  I  am  to  appear  before  the  War  Produc- 
tion Board  next  Tuesday  and  go  into  that  matter  further  and  until 
I  find  out  what  the  final  verdict  is  I  prefer  not  to  go  into  a  more  ex- 
tensive discussion  of  that  matter. 

The  Chairman.  I  think  you  are  perfectly  right  on  that. 

Mr.  Eastman.  I  shall  urge  certain  things  upon  them,  and  that  is 
that  the  capacity  for  building  locomotives  and  cars  has  been  consider- 
ably curtailed  by  conversion  of  those  plants  to  other  uses.  I  think 
it  is  most  important,  and  particularly  in  view  of  the  rubber  shortage 
ahead,  that  that  capacity  be  kept  open  for  railroad  use  and  that  there 
be  no  further  conversion  which  would  prevent  its  use  in  the  future. 
I  also  think  that  the  locomotive,  open-top  and  special-car  situations 
are  particularly  deserving  of  consideration  in  connection  with  the  war 
effort. 

The  Chairman.  Don't  forget  that  replacement  of  steel  for  tracks, 
because  unless  you  have  tracks  you  can't  have  anything. 

Mr.  Eastman.  You  are  quite  right  about  that. 

Now,  coming  to  the  railroad  passenger  situation,  of  course  there 
has  been  a  drop  in  railroad  passenger  traffic  since  1920.  It  has  con- 
tinually slid  downhill  until  this  war  situation  arose.  That  has  been 
caused  by  the  rapid  expansion  of  the  highway  automotive  vehicle.  I 
w^as  interested  to  find  out  that  last  year  the  railroads  which  had  the 
heavy  increase  in  passenger  traffic  last  year,  carried  25,000,000,000 
passenger  miles.  The  busses  carried  15,000,000,000.  That  surprised 
me. 

The  Chairman.  That  is  interesting. 

Senator  Burton.  Fifteen? 

The  Chairman.  They  carried  three-fifths  of  the  passengers  that  the 
railroads  did. 

Mr.  Eastman.  The  railroads  carried  twenty-five  billion  and  the 
busses  carried  fifteen. 

Mr.  TuRNEY.  That  is  right. 

Mr.  Eastman.  That  is  right.  In  addition  to  that,  we  have  no  posi- 
tive figures,  but  it  is  practically  certain  that  the  passenger  cars,  private 
automobiles,  and  intercity  transportation  carried  five  times  as  much 
as  both  combined,  both  rails  and  busses. 

The  Chairman.  Five  times  as  much  as  both  of  them  put  together? 

Mr.  Eastman.  Both  of  them  put  together. 

The  Chairman.  That  Avould  be  5  times  40. 

JSlr.  Eastman.  Yes. 
.      The  Chairman.  That  would  be  200,000,000,000. 

Senator  Herring.  That  is  right. 

Mr.  Eastman.  When  I  was  Coordinator  we  made  a  study  of  that 
situation,  and  we  found  that  the  automobile  had  increased  the  travel 
habit  fivefold,  and  I  think  at  that  time  the  estimate  of  the  number  of 
passenger  miles  they  carried  compared  with  the  common  carriers  was 
nine  tons. 

]\Ir.  TuKNEY.  Yes. 
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Mr.  Eastjia^J".  Now,  because  of  this  introduction  of  the  highway 
vehicle,  the  number  of  cars  and  locomotives  used  by  the  railroads  in 
passenger  traffic  has  been  continually  declining  since  1920,  so  that  they 
are  nowhere  near  as  well  prepared  to  handle  passenger  business  now 
as  they  were  at  the  time  of  the  last  war.  They  haven't  got  the  cars  and 
the  equipment. 

Looking  forward  to  the  dangers  ahead  in  the  case  of  the  passenger 
traffic,  you  have  the  promise  of  continually  increasing  troop  move- 
ments as  the  Army  expands,  and  they  impose  a  tremendous  strain 
upon  railroad  passenger  traffic.  Those  needs  have  to  be  met  imme- 
diately without  delay.  You  have  the  increased  load  imposed  by  the 
selectees  moving  to  the  encampments  and  by  the  f urloughed  men  after 
they  get  there.  You  have  the  increased  load  incident  to  war  activities 
of  which  the  passenger  traffic  to  and  from  Washington  is  a  startling 
example.  You  have  the  demand  that  the  railroads  furnish  commuta- 
tion service  to  the  war  plants  in  some  places.  You  have  the  fact  that 
as  luxuries  begin  to  become  less  available  to  the  people,  the  American 
public,  which  is  earning  good  money  now,  have  more  money  to  spend, 
and  nowhere  to  spend  it  except  on  travel.  That  happened  in  England 
and  Germany  and  caused  a  large  increase  in  their  passenger  travel. 

Senator  Brewster.  I  think  we  might  get  a  little  vacation  business 
by  railroad,  then. 

Mr.  Eastman.  And  finally,  you  have  the  greatest  threat  of  all,  and 
that  is  the  passenger  car  situation ;  if  the  passenger  car  begins  to  fade 
as  a  means  of  carrying  people  in  intercity  travel  the  burden  which  is 
going  to  be  thrown  upon  the  railroads  will  be  very  great,  indeed. 

As  far  as  remedies  are  concerned,  we  have  had  no  encouragement 
with  respect  to  more  equipment.  Mr.  Budcl,  who  was  my  predecessor 
on  this  job,  recommended  that  material  be  allowed  for  additional  pas- 
senger cars,  but  that  was  not  done,  and  I  have  had  no  encouragement 
with  respect  to  allocations  for  materials  for  passenger  cars.  Some 
have  been  built  during  the  past  year  and  are  being  completed  now,  but 
not  a  great  many. 

The  Chairman.  Then  it  looks  as  if  the  passenger  traffic  is  up 
against  it.  It  looks  as  if  we  are  either  going  to  have  to  walk  or  we 
will  have  to  raise  some  more  mules.  It  would  be  good  for  Missouri 
if  we  did  that. 

Mr.  Eastman.  We  are  not  up  against  it  now,  but  as  time  goes  on, 
the  prospects  are  certainly  bad. 

Now,  one  thing  we  are  trying  to  do,  we  are  endeavoring  to  make 
a  search  of  the  passenger  cars  operated  by  the  railroads  to  find  out 
where  any  surplus  cars  may  be,  and  where  trains  are  carrying  more 
cars  than  necessary,  or  where  perhaps  on  some  branch  lines  trains 
are  being  operated  that  could  be  eliminated.  In  other  words,  to 
find  out  how  much  surplus  accumulation  there  is  which  could  be 
made  available  for  use  elsewhere. 

The  Chairman.  There  is  one  thing  to  be  taken  into  consideration 
in  that  branch-line  situation,  Mr.  Eastman.  If  the  automobile  traffic 
is  substantially  eliminated,  and  from  present  prospects  it  is  likely 
to  come,  that  branch-line  situation  is  going  to  be  a  problem  in  itself 
because  you  are  going  to  find  those  people  asking  for  passenger  serv- 
ice on  those  branch  lines  that  are  not  now  even  furnishing  passenger 
service. 
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Mr.  Eastman.  That  is  true.  Of  course,  I  think  the  prospects  are, 
or  should  be,  that  the  busses  can  be  kept  in  operation  longer  than  the 
passenger  cars. 

The  Chairman.  I  think  that  is  true. 

Mr.  Eastman.  And  I  have  heard  a  good  many  people  say  that  the 
busses  ought  to  be  taken  off  the  road  and  used  around  war  encamp- 
ments, and  so  on.  I  have  already  pointed  out  to  you  that  they  oper- 
ated 15,000.000,000  passenger-miles  cornpared  with  25,000,000,000  for 
the  railroads,  and  the  fact  is  that  since  the  introduction  of  the  high- 
way automotive  vehicle,  the  distribution  of  the  population  of  tliis 
counry  has  changed  materially.  Towns  that  were  important  in  the 
old  railroad  days  have  ceased  to  have  importance.  Some  that  were 
not  located  on  railroads  at  all  have  become  more  important.  And 
these  busses  furnish  a  service  which  is  not  duplicated  by  the  railroad 
service,  in  many  cases.  The  railroads  themselves  often  control  bus 
lines  and  have  financial  interests  in  others.  It  is  a  different  kmd 
of  service  that  the  bus  is  performing,  and  very  usually  it  is  a  short- 
haul  service.  A  bus  may  operate  over  a  long  distance,  but  you  find 
it  is  an  on-and-off  service  and  they  are  serving  a  lot  of  these  com- 
munities which  used  to  be  served  by  railroad  branch  lines,  and  if  the 
but  were  to  be  taken  off  as  well  as  the  railroad  passenger  trains,  many 
of  those  point  would  be  in  serious  difficulties. 

Now  I  turn  to  the  subject  of  water  transportation,  briefly. 

The  Chairman.  We  are  very  much  interested  in  that. 

Mr.  Eastman.  The  intercoastal  and  coastwise  shipping  is  practi- 
cally out.  There  is  still  some  coastwise  left;  no  intercoastal.  There 
remains  the  Great  Lakes  shipping,  the  inland  waterways,  and  the 
intracoastal  waterways.  On  the  Great  Lakes  I  have  already  described 
the  problem  that  the  ore  carriers  there  have  in  bringing  the  iron  ore 
down  to  the  Lake  Erie  and  Lake  Michigan  ports.  So  far  as  the  Mis- 
sissippi River  situation  is  concerned — and  I  speak  of  the  Mississippi 
River  system  including  the  Ohio  and  the  other  branches — I  understand 
that  the  available  equipment  is  now  loaded  to  capacity  northbound. 
Southbound  they  still  have  some  surplus,  but  northbound  they  are 
carrying  great  quantities  of  sulfur,  for  example,  great  quantities  of 
scrap;  they  are  carrying  great  quantities  of  oil,  and  they  are  being 
used  to  full  capacity  at  the  present  time.  We  have  asked  for  more 
equipment  for  the  inland  waterways.  That  request  has  not  yet  been 
passed  upon  by  the  War  Production  Board. 

The  Chairman.  That  requires  steel. 

Mr.  Eastman.  Yes. 

The  Chairman.  How  about  using  wooden  carriers  on  the  rivers? 

Mr.  Eastman.  Well,  if  I  may  mention  first  the  intracoastal  canal 
along  the  Atlantic 

The  Chairman.  Go  ahead. 

Mr.  Eastman.  There  is  a  canal  which  I  think  is  capable  of  hauling 
boats  with  something  like  a  10-  or  lOi/2-foot  draft  from  Jacksonville 
up  to  the  Delaware  breakwater.  South  of  Jacksonville  there  is  a 
stretch  that  goes  down  to  Port  Everglades,  and  that  is  tortuous  and 
shallow.  It  is  supposed  to  be  dredged  to  a  depth  of  8  feet,  but  is  not. 
The  traffic  on  that  intracoastal  waterway  has  been  sparse.  We  made 
an  investigation  to  find  out  whether  by  tests  we  could  get  boats  to  oo 
to  carry  sugar  from  Jacksonville  up  the  coast.     Our  estimates  indi- 
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cate  that  existing  equipment  would  carry  about  30,000  tons  of  sugar 
a  month  on  that  canal. 

Senator  Brewster.  That  is  on  account  of  a  shortage  of  ships? 

Mr.  Eastivian.  Yes ;  and  vessels.  When  it  comes  to  wooden  equip- 
ment, there  seems  to  be  a  diilerence  in  opinion  or  a  difference  in  situa- 
tion as  between  the  intracoastal  coastal  waterway  and  the  Mississippi 
River  system.  Along  the  coast,  the  waterway  there,  they  tow  the  ves- 
sels by  hawser  to  the  barges,  and  it  seems  to  be  agreed  that  they  could 
tow  wooden  barges.  Those  could  be  used  on  that  intracoastal  water- 
way. They  wouldn't  be  as  efficient  as  steel  vessels.  I  think  you  must 
bear  in  mind  that  whatever  new  equipment  is  provided  for  that  intra- 
coastal waterway  isn't  going  to  be  of  use  after  the  war  is  over,  because 
it  is  so  much  more  efficient  to  carry  the  stuff'  out  in  the  ocean  than  it 
is  along  the  waterways.  So  the  burden  ought  to  be  borne,  any  finan- 
cial burden,  by  the  Government,  it  seems  to  me.  But  the  best  opinion 
I  can  get  is  that  probably  wooden  barges  could  be  used  on  that  intra- 
coastal waterway. 

When  it  comes  to  the  Mississippi  River  system,  there  seems  to  be  a 
very  serious  difference  of  opinion  on  that.  They  do  not  tow  their 
barges  there.  They  push  them,  and  they  push  them  in  huge  aggre- 
gations, and  they  say  that  bucking  the  current  and  going  into  the 
locks,  and  so  on,  particularly  if  steel  barges  were  mixed  with  wooden 
barges,  the  wooden  barges  wouldn't  stand  up,  that  they  would  be 
broken.     They  also  M'ould  have  to  be  smaller  than  the  steel  barges. 

That  is  a  matter  that  I  haven't  made  any  final  investigation  of.  I 
am  just  giving  you  the  benefit  of  the  best  opinion  I  have  been  able 
to  get  on  that  point.  It  is  to  the  effect  that  wooden  barges  could  be 
used  on  the  Atlantic  intracoastal  waterway  and  on  the  New  York 
Barge  Canal  where  they  do  use  them  now,  but  they  probably  could 
not  be  used  to  advantage  on  the  Mississippi  River  system. 

Senator  Burton.  Mr.  Eastman,  sometime  ago  Admiral  Land  was 
interested  in  a  suggestion  of  concrete  barges.  Has  that  been  fol- 
lowed up? 

Mr.  Eastman.  I  think  it  has.  I  don't  want  to  give  you  a  positive 
opinion  on  that  thing,  but  I  think  that  I  asked  one  of  my  men  in  the 
waterway  work  about  that,  and  his  opinion  was  adverse  to  concrete 
barges,  but  don't  take  that  as  a  final  answer. 

Senator  Burton.  That  was  for  the  intracoastal  work  particularly. 

jVIr.  Eastman.  Yes. 

Now  there  is  some  equipment  on  the  New  York  State  Barge  Canal 
which  apparently  is  not  in  full  use  now,  and  equipment  around  the 
harbor  and  sound  which  could  be  used  for  hauling  coal  even  from  Nor- 
folk up  the  coast  to  supplement  the  movement  by  collier  at  the  pres- 
ent time.  We  don't  yet  know  how  extensive  that  is,  but  w'e  know  that 
there  is  quite  a  little. 

Senator  Brewster.  What  is  the  effect  of  this  recent  taking  over 
of  the  shipping  insofar  as  the  legislation  we  adopted  last  year  which 
froze  the  colliers  in  the  New  England  trade  ? 

Mr.  Eastman.  I  can't  give  you  the  legal  answer  to  that.  I  under- 
stand that  that  taking  over,  that  requisitioning  of  boats,  is  not  effec- 
tive until  they  actually  take  possession  of  the  vessel,  and  in  the  case 
of  the  colliers  they  have  promised  them  that  they  would  not  take  the 
colliers  over  without  consulting  me  beforehand  about  that  matter. 
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Senator  Brewster.  But  that  was  the  action  of  the  Maritime  Com- 
mission. 

Mr.  Eastman.  The  War  Shipping  Administration,  I  believe. 
Senator  Brewster.  So  that  as  far  as  your  present  information 
goes,  they  have  not  taken  the  colliers. 
Mr.  Eastman.  They  have  not  as  yet. 

Senator  Breavster.  So  those  still  remain  under  the  regulations  of 
that  legislation  we  adopted  last  year. 

Mr.  Eastman.  Yes,  sir;  that  is  my  understanding. 
Senator  Brewster.  Which  would  mean  that  colliers  could  not  be 
removed  from  that  New  England  service  at  the  present  time. 

Mr.  Eastman.  Well,  there  you  have  a  legal  question  which  I  wouldn't 
venture  to  express  an  opinion  on  as  to  whether  there  is  any  other 
statutory  authority  in  connection  with  the  war  which  would  super- 
sede that  legislation.    I  don't  know. 

Senator  Brewster.  I  was  entirely  innocent  in  the  question.  I 
thought  if  the  Maritime  Commission  had  taken  them  over  it  might 
well  be  that  the  status  was  superseded.  I  had  assumed  that  until 
that,  that  was  the  last  statutory  regulation  on  the  matter.  I  don't 
pretend  to  have  complete  knowledge.  Are  you  at  the  present  time 
advised  of  the  movements  of  those  colliers  ?  Does  it  come  into  your 
organization? 

Mr.  Eastman.  Yes;  we  are  at  the  present  time  devoting  a  good 
deal  of  attention  to  that  question  and  moving  coal  to  New  England, 
and  we  know  how  those  colliers  are  being  moved  at  the  present  time, 
about  the  decrease  in  efficiency,  and  so  on.  We  are  trying  to  plan  out 
trainload  movements  of  coal  from  the  West  Virginia  fields  through 
the  Hagerstown  and  Potomac  Yard  gateways  to  such  ports  as  Phila- 
delphia and  New  York,  which  might  release  some  vessels  which  could 
be  used  for  the  longer  hauls  to  New  England. 

Senator  Brewster.  I  assume  that  that  legislation  affected  those 
ships  very  definitely  with  public  trust.  We  didn't  freeze  those  ships 
in  that  trade  for  the  service  of  the  private  owners  or  their  customers. 
You  would  assume  that  was  certainly  the  intention  of  Congi-ess,  would 
you  jiot,  in  its  enactment? 

Mr.  Eastman.  It  looks  so  to  me. 

Senator  Brewster.  In  other  words,  that  Congress  could  never  have 
legislated  a  monopoly  of  those  vessels  exclusively  for  the  benefit  of  any 
private  owners  or  customers. 
Mr.  Eastman.  I  wouldn't  think  so,  Senator. 

Senator  Brewster.  1  point  that  out  so  that  the  very  definite  phases 
of  the  responsibility  which  rest  on  you  may  be  recognized,  because, 
as  you  know,  it  is  a  pretty  serious  question  up  there. 
Mr.  Eastman.  Very. 

Senator  Brewstp:r.  And  there  is  going  to  be  the  problem  of  dis- 
crimination as  between  States,  sections,  industries,  and  so  on,  and 
it  is  distinctly  an  unusual  situation  as  a  result  of  that  legislation. 

Mr.  Eastman.  Well,  I  will  endeavor  to  keep  that  legislation  in  mind 
in  any  contact  I  have  with  them. 

So  far  as  pipe  lines  are  concerned,  there  I  share  responsibility  with 
the  Petroleum  Coordinator  in  regard  to  that  matter.  Studies  are 
being  made,  have  been  made,  with  respect  to  the  reversal  of  pipe  lines 
serving  the  eastern  seaboard,  which  formerly  had  transported  gaso- 
line from  the  seaboard  to  interior  points;  reversing  it  would  enable 


INYESTIGATION    OF   THE    NATIONAL    DEFENSE    PROGRAM     5217 

them  to  transport  crude  from  the  interior  points  to  the  seaboard, 
and  thus  shorten  the  rail  haul  in  getting  tlie  oil  to  that  point.  Also, 
they  are  studying  the  opportunities  for,  perhaps,  abandoning  some  of 
the  great  network  of  pipe  lines  down  in  the  Southwest,  and  using  the 
pipe  so  recovered  to  build  links  in  existing  systems  that  may  enable 
the  movement  of  gasoline  all  the  way  through  to  the  coast  from  the 
interior.     Have  I  stated  that  correctly,  Mr.  Dow  2 

Mr.  Dow.i  Yes. 

Mr.  Eastman.  Coming  to  the  subject  of  motor  transportation 

Senator  Brewster  (interposing).  Before  you  leave  that  pipe  line, 
there  has  been  a  great  deal  of  public  discussion  of  building  a  consider- 
ably more  comprehensive  pij)e  line.     Mr.  Ickes  has  been  urging  it. 

Mr.  Eastman.  Yes. 

Senator  Brewster.  I  understand  that  that  is  now  being  renewed, 
his  representation  in  that  regard.  Is  that  a  matter  on  which  you 
have  made  a  recommendation  ^ 

Mr.  Eastman.  No;  it  is  not.  I  made  a  report  the  other  day  on  the 
proposed  construction  of  a  pipe  line  from  the  midcontinent  field  to 
Savannah  for  the  carriage  of  crude  oil.  I  agreed  with  the  Board 
to  let  them  hold  a  little  hearing  on  that  matter,  and  the  Board  re- 
ported against  it,  and  I  made  my  report,  and  at  the  end  of  that  I  may 
say  that  the  question  involved  was  whether  I  should  recommend  to 
the  President  that  he  exercise  his  authority  under  the  Cole  Act  of 
last  year  to  issue  a  proclamation  to  the  elTect  that  that  pij^e  line  was 
required  in  the  national  interest.  That  is  the  only  question  I  had 
before  me,  whether  I  should  make  such  a  recommendation,  and  at 
the  end  of  that  I  said  that  I  was  convinced  that  the  construction  of 
pipe  lines,  more  pipe  lines  to  the  East,  was  necessary,  considered  by 
itself,  but  that  there  were  so  many  other  agencies  that  had  responsi- 
bility with  respect  to  that  matter  that  I  didn't  feel  that  I  ought  to 
undertake  an  investigation  of  that  all  by  myself,  and  I  said  that  I 
would  gladly  join  with  other  agencies  in  investigating  that  matter, 
and  named  a  man  whom  I  would  select  as  my  representative  if  such 
an  investigation  were  made.  Of  course,  the  most  important  ques- 
tion, perhaps,  in  connection  with  the  construction  of  such  pipe  lines 
is  the  steel  question,  the  question  of  whether  you  can  spare  the  steel 
to  do  it,  and  that  is  primarily  a  question  for  the  War  Production 
Board,  and,  of  course.  Secretary  Ickes  is  greatly  interested  in  that 
question,  too. 

Senator  Breiwster.  You  approached  it  from  the  transportation 
standpoint,  I  assume. 

Mr.  Eastman.  Yes. 

Senator  Brewster.  Not  from  the  steel  or  oil  standpoint. 

Mr.  Eastman.  No  ;  I  didn't  approach  it  from  the  steel  standpoint. 
I  was  guided  in  my  conclusions  by  the  lack  of  convincing  evidence  in 
regard  to  that  particular  pipe  line. 

Senator  Brewster.  Is  that  the  Savannah  one,  the  one  Mr.  Ickes  has 
been  urging? 

Mr.  Eastman.  No. 

Senator  Brewster.  It  is  not? 

Mr.  Eastman.  No.  The  one  he  is  urging  is  the  pipe  line  for  the 
carriage  of  refined  petroleum,  gasoline,  all  the  way  from  Texas  to  the 
East,  isn't  it,  a  20-inch  pipe  line. 

^  Fayette  B.  Dow,  Assistant  on  Tankers,  Tank  Cars,  Tank  Trucks,  and  Pipe  Lines,  Office 
of  Defense  Transportation. 
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Senator  Brewstek.  Where  would  that  run  to? 

Mr.  Eastman.  That  would  run  to  New  York,  wouldn't  it? 

Mr.  Dow.  Philadelphia  and  New  York  area  from  the  Southwest. 

Mr.  Eastman.  He  is  my  petroleum  assistant. 

Mr.  Dow.  That  large  pipe  line,  defense  pipe  line,  which  Mr.  Ickes 
has  advocated  tAvice,  will  have  a  capacity  of  approximately  250,000 
barrels  a  day,  and  assuming  that  all  deliveries  by  ships  are  eliminated, 
certainly  additional  pipe-line  fax^ilities  would  be  needed  to  take 
care  of  the  eastern  area. 

Senator  Burton.  Mr.  Chairman,  I  might  just  ask  Mr.  Dow,  with 
regard  to  the  two  other  times  it  was  urged  by  Secretary  Ickes,  as  I 
understood  it  the  stumbling  block,  and  the  primary,  initial  stumbling 
block,  was  the  inability  to  get  the  steel  to  do  it.  It  would  take  a 
tremendous  amount  of  steel  to  do  that. 

Mr.  Dow.  That  is  correct. 

The  Chairman.  Proceed,  Mr.  Etistman. 

Mr.  Eastman.  I  might  say,  in  passing,  before  I  go  to  motor  trans- 
portation, that  so  far  as  air  carriers  are  concerned,  I  have  done  prac- 
tically nothing.  It  seemed  to  me  that  that  matter  was  being  pretty 
well  handled  now.  I  have  endeavored  to  keep  in  touch  with  it,  but 
I  haven't  created  any  part  of  my  organization  to  deal  with  the  sub- 
ject of  air  carriage. 

Now,  on  moto]'  transportation,  freight  transportation,  we  have  this 
situation,  that  there  will  be  no  more  trucks,  no  more  trucks  are  being 
built,  and,  of  course,  tire  su])ply  is  very  limited,  better  in  the  case  of 
the  private  automobile,  but  it  is  nevertheless  bad.  The  main  problem, 
therefore,  is  clearly  to  make  the  trucks  that  we  have  last  as  long  as 
possible,  and  that  involves  the  conservation  of  the  tires  which  we  have 
and  the  conservation  of  the  vehicles  themselves.  We  have  had  work- 
ing on  that  the  best  men  that  we  could  find  in  respect  to  the  use  of  tires 
and  the  maintenance  of  the  vehicles,  and  a  primer  is  being  printed  now 
with  a  foreword  by  the  President,  and  a  great  many  illustrations,  and 
it  will  be  broadcast  all  over  the  country.  It  will  give  the  best  available 
information  to  all  truck  owners  as  to  how  to  keep  their  trucks  and  tires 
in  good  condition,  and  committees  are  being  established  also  to  con- 
sider the  matter  of  reclaiming  parts  which  in  the  past  have  been  thrown 
away,  and  making  them  useful. 

I  might  say  that,  to  show  what  can  be  done  in  the  case  of  tires,  the 
busses,"that  is  most  of  the  big  bus  companies,  do  not  buy  their  tires, 
but  they  lease  them  from  the  tire-manufactiu'ing  companies,  and  the 
tire-manufacturing  companies  assume  the  care  of  those  tires.  The 
programs  that  they  have  established  for  that  purpose  have  resulted 
in  extraordinary  mileages  being  gotten  out  of  bus  tires  in  comparison 
with  what  the  ordinary  truck  owner  gets  out  of  his  tires,  perhaps 
two  or  three  times  as  much  mileage.  That  is  just  an  illustration  of 
what  can  be  done. 

Senator  Burton.  Mr.  Eastman,  just  before  you  leave  that,  in  view 
of  what  you  have  just  said  about  the  large  proportion  of  passenger 
traffic  ca'ii-ied  by  busses  and  freight  traffic  carried  by  busses,  our 
greatest  supply  of  rubber  for  tires  is  now  on  the  busses. 

Mr.  Eastman.  That  is  right. 

Senator  Btrton.  Aren't  you  dealing  right  there  with  the  most  criti- 
cal factor,  perhaps,  in  the  whole  survival  of  the  bus-transportation 
industry  ? 
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Mr.  Eastman.  I  think,  as  I  said  in  the  speech  the  other  night,  that 
the  stock  of  motor  vehicles  and  their  tires  is  the  most  precious  stock- 
pile we  have  in  this  country  at  the  present  time,  and  it  is  more  precious 
than  that  stock  of  gold  that  we  have  out  in  Kentucky. 

The  Chairman.  And  we  are  wasting  it  because  we  don't  realize  that 
point  yet. 

Senator  Brewster.  Were  you  through  with  the  truck  thing  there? 

Mr.  Eastman.  No;  I  was  going  to  say  on  the  matter  of  trucks,  in 
addition  to  the  conservation  of  the  tires  and  the  vehicles,  there  is  the 
question  of  the  elimination  of  waste.  Now  today,  we  are  getting  out 
orders  directed  to  common  carriers,  contract  carriers,  and  private 
carriers  hauling  for  distances  over  15  miles,  and  a  separate  order 
directed  to  delivery  trucks  within  distances  of  15  miles,  under  which 
we  undertake  to  require  the  elimination  of  certain  forms  of  waste.  We 
require  these  delivery  trucks,  for  example,  to  cease  making  special 
deliveries,  to  make  only  one  delivery  to  any  person  for  a  day,  to  avoid 
call-backs,  and  on  top  of  that  require  them  to  cut  their  mileage  25  per- 
cent, and  then  authorize  pooling  arrangements  to  bring  that  about.  In 
the  case  of  the  common  carrier,  contract  and  private  carrier  trucks 
with  the  longer  hauls,  we  are  requiring  a  loading  of  100  percent  in  one 
direction  and  not  less  than  75  percent  in  the  other,  subject,  of  course, 
to  certain  exceptions,  and  we  are  requiring  them  to  route  traffic  by  the 
direct  route  and  avoid  circuitous  routes,  which  is  defined  as  any  route 
more  than  10  percent  over  the  direct  route. 

Those  orders  have  been  made  effective  May  15.  I  imagine  there 
will  be  a  lot  of  criticism  and  protests  in  regard  to  them,  but  we  will 
have  to  endeavor  to  work  that  out.  We  are  undertaking  to  eliminate 
the  empty  hauls  in  the  duplicate  use  of  these  trucks.  In  those  orders 
as  affecting  the  long-haul  carriers,  just  as  in  the  case  of  the  short- 
haul  carriers,  we  authorize  pooling  arrangements  and  that  sort  of 
thing  subject  to  our  approval,  by  which  they  can  get  together  and 
avoid  some  of  this  waste  which  has  been  conspicuous  in  the  past. 

Senator  Brewster.  Your  Trucking  Division  passes  upon  applica- 
tions for  the  purchase  of  new  trucks ;  does  it  not  ? 

Mr.  Eastman.  It  does. 

Senator  Brewster.  It  makes  recommendations? 

Mr,  Eastivian.  Yes. 

Senator  Brewster.  To  the  War  Production  Board? 

Mr.  Eastman.  Yes. 

Senator  Brewster.  Up  in  our  country  where  the  use  is  largely  sea- 
sonal, quite  a  problem  has  been  presented  on  that  by  reason  of  what  I 
have  understood  was  the  monthly  allocation.  We  have,  I  believe  it 
is  500  trucks  in  Maine,  that  we  can  have  this  year.  We  get  50  a  month. 
It  happens  that  we  sometimes  have  a  year  we  can't  use  any  trucks 
there ;  at  other  times  we  have  a  great  demand.  Is  there  any  possibility 
of  that  monthly  allocation  being  modified? 

Mr.  Eastman.  I  should  think  there  would  be  a  possibility.  I  will 
inquire  into  that.  I  am  not  quite  certain  just  how  that  is  handled, 
whether  that  allocation  is  made  by  us  or  made  by  the  War  Production 
Board*. 

Senator  Brewster.  I  think  it  is  probably  by  the  War  Production 
Board,  but  I  know  that  your  agent  up  there  has  been  considerably  dis- 
tressed over  it,  and  I  don't  know  whether  that  is  possible. 
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Mr.  Eastman.  I  will  look  into  that.  I  may  say  that  there  are  only 
150,000  trucks  to  be  allocated,  and  they  are  being  allocated  at  about  the 
rate  of  9,000  a  month  for  the  entire  country.  Of  course,  we  have  to 
turn  down  about  9  applications  to  every  1  that  we  grant,  and  we  are 
not  very  popular. 

Senator  Brewster.  We  weren't  raising  any  question  about  the  quan- 
tity of  our  allocation.  It  was  only  this  time  element  on  account  of  the 
seasonal  factor. 

The  Chairman.  Another  thing  I  am  interested  in,  Mr.  Eastman,  is 
the  farm-truck  situation.     Have  you  given  that  any  consideration? 

Mr.  Eastman.  Yes;  we  have  given  that  a  great  deal  of  considera- 
tion, working  in  Very  close  harmony  with  the  Department  of  Agricul- 
ture in  regard  to  that. 

The  Chairman.  Mr.  Wickard  w^as  very  emphatic  in  his  statement 
before  the  Appropriations  Committee  the  other  day,  that  the  farmers 
were  going  to  be  in  serious  distress  for  the  movement  of  food  to  mar- 
ket if  the  truck  situation  developed  as  it  is  now  and  as  it  is  anticipated. 

Mr.  Eastman.  Well,  we  haven't  issued  any  order  with  respect  to  the 
farm  vehicles,  but  a  meeting  was  held  here  last  week,  which  I  attended 
for  a  short  time,  which  the  Assistant  Secretary  of  the  Department  of 
Agriculture  attended.  Mr.  Rogers,  the  head  of  my  Division  of  Motor 
Transport,  presided  at  that  meeting.  They  had  representatives  from 
all  the  farm  organizations,  and  so  on,  and  they  agreed  upon  a  plan  for 
the  conservation  of  farm  vehicles,  which  involves  joint  use  and  swap- 
ping, and  all  that  sort  of  thing,  and  that  is  to  be  tried  out  in  one  or 
two  picked  areas  to  see  what  the  bugs  are  in  it,  and  then  it  will  be 
applied  Nation-wide,  using  the  Department  of  Agriculture  facilities 
to  help  put  it  across. 

Senator  Brewster.  Would  that  be  voluntary  or  a  matter  of  order? 

Mr.  Eastman.  It  is  voluntary  so  far,  I  think. 

The  only  other  thing  that  I  have  to  talk  about  is  the  matter  of  local 
transportation.  Having  become  accustomed  to  work  on  the  Interstate 
Commerce  Commission,  when  I  got  this  new  job  it  didn't  occur  to  me 
for  the  moment  that  I  might  have  any  responsibility  with  respect  to 
local  intrastate  movements  for  short  distances,  and  so  on.  I  soon 
became  aware,  from  the  correspondence  that  came  in,  that  that  was 
one  of  the  greatest  transportation  problems  that  the  counry  had  to 
face. 

The  Chairman.  I  think  that  is  the  key  problem. 

Mr.  Eastman.  I  created  the  Division  of  Local  Transport  for  that 
purpose,  and  was  fortunate  enough  to  get  Mr.  Guy  Richardson,  who 
has  been  running  the  Chicago  street  railways,  to  head  that  for  me. 

The  major  problem  in  that  connection  is  of  course  the  transpor- 
tation of  war  workers — it  used  to  be  called  defense  workers,  but 
I  think  war  workers  is  better  now — to  and  from  the  war-production 
plants.  Many  of  those  plants,  which  are  often  immense,  have  been 
constructed  out  in  the  open  spaces  and  depend  not  on  the  common 
carrier  or  bus  lines,  but  on  the  private  automobiles  as  the  means 
of  transportation.  In  some  cases  that  has  been  necessary  where 
explosives  are  involved,  and  so  on,  to  get  them  out  in  the  open  in 
that  way.  In  other  cases,  it  may  or  may  not  have  been  necessary. 
At  any  rate,  it  has  been  done. 

The  most  important  thing,  in  our  opinion,  in  connection  with  that 
matter  is  the  conservation  of  the  private  automobiles  which  are  used 
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by  those  workers.  Various  means  have  been  worked  out  for  the 
swapping  of  rides  by  the  workers,  so  that  Mr.  Jones,  for  example, 
will  use  his  automobile  for  a  week  and  carry  his  friends  along  with 
him  and  back  in,  and  next  week  Smith  takes  his  automobile,  and  so 
they  spread  it  out.  Of  course,  five  automobiles  so  used  in  rotation 
will  last  five  times  as  long  as  though  they  are  used  every  day. 

The  Chairman.  That  is  true  if  mama  doesn't  take  it  joyriding 
while  he  is  gone  to  work. 

Mr,  Eastman.  Yes.  I  believe  they  are  trying  to  get  at  that,  too. 
That  is  one  of  the  weaknesses  of  the  plan. 

The  plan  which  we  have  rather  concentrated  upon  was  called  the 
Pontiac  plan  at  the  start,  and  it  is  now  laiown  as  the  Michigan 
plan.  We  are  endeavoring  to  promote  that  with  the  aid  of  the 
Governors  and  the  ma^'ors  and  a  very  large  and  effective  body — 
what  is  the  name  of  that,  Richardson? 

Mr.  Richardson,'  National  Highway  Traffic  Advisory  Committee 
to  the  War  Department, 

Mr,  Eastman.  That  is  presided  over  by  Mr,  Thomas  McDonald 
over  at  the  public  records  agency,  and  it  is  a  very  effective  institu- 
tion, able  to  bring  to  its  aid  all  of  these  highway  patrolmen,  and 
so  on. 

In  addition  to  conserving  the  use  of  the  private  automobiles  that 
are  already  there,  there  is  a  question  of  whether  you  can  augment 
the  service.  There  are  only  tAvo  ways  that  I  can  see  of  augmenting. 
One  is  by  bus,  and  the  other  is  by  railroad. 

Senator  Burton,  Mr,  Eastman,  before  stepping  to  the  augmenta- 
tion, I  wanted  to  call  your  attention  to  a  suggestion  made  to  us  in 
Detroit  by  Mr.  Sorensen,  of  the  Ford  Co.,  in  connection  with  their 
big  bomber  plant.  He  urged  upon  us  the  fact  that,  with  his  100,000 
or  more  employees,  his  company  does  have  a  retreading  and  a  tire- 
making  facility,  and  if  they  could  get  the  permission,  what  they 
would  like  to  do  would  be  to  have  the  direct  responsibility  of  dealing 
with  that  transportation  policy  at  that  big  plant.  They  would 
then  be  in  a  position  to  inspect  all  private  cars,  and  when  they 
get  ready  for  a  retreading,  if  the  tire  was  smooth,  they  would  com- 
pel the  retreading.  They  would  compel  the  man  to  bring  4  men 
with  him  in  the  car  or  he  couldn't  get  in  at  the  gate.  They  could 
regulate  that  with  a  small  amount  of  rubber  and  their  own  equip- 
ment. They  felt  that  they  coul'd  meet  that  emergency  if  they  could 
have  permission  to  do  it. 

Mr.  Eastman.  I  think  I  am  coi-rect  in  saying — Mr.  Richardson  will 
correct  me  if  I  am  not — that  we  feel  that  very  often  the  company  oper- 
ating the  plant  can  control  this  transportation  better  than  anyone  else. 
Is  that  right  ? 

Mr.  Richardson.  That  is  right. 

Senator  Burton.  That  was  precisely  his  recommendation  in  that 
instance. 

Mr.  Eastman.  As  far  as  augmenting  this  private  automobile  service 
by  bus  isconcerned,  we  have  these  mass  transportation  companies  in 
service  in  the  cities,  and  the  use  of  their  equipment  has  been  affected  in 
the  past  verj^  seriously  by  the  morning  and  evening  peaks,  the  rush- 
hour  peaks.  If  those  peaks  can  be  leveled  off,  that  would  greatly  en- 
large the  opportunity  of  those  vehicles  and  the  men  that  operate  them 

^  Guy  A.  Richardson,  Director,  Division  of  Local  Transport,  Office  of  Defense  Ti-ans- 
portation. 
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to  do  transportation  work.  So  we  are  doing  what  w^e  can  to  promote 
throughout  the  country  the  adoption  of  staggered  hours,  such  as  has 
been  adopted  right  here  in  Washington. 

The  other  day  New  York  and  Los  Angeles  both  went  on  staggered 
hour  bases,  and  that  phrn  is  being  adopted  very  rapidly  throuf^hout 
the  country.     That  will  make  those  vehicles  go  much  farther. 

Then,  again,  we  issued  an  order  prohibiting  any  further  substitu- 
tion of  busses  for  street  rails.  We  have  made  the  companies  keep  their 
old  streetcars  in  operation.  We  made  the  Third  Avenue  road  in  New 
York  let  loose  300  busses  which  they  just  had  ready  to  substitute  for 
cars,  which  were  inmiediately  taken  over  by  the  Navy  Dei^artment, 
incidentally.  But  that  has  been  done  in  several  places  throughout  the 
country,  and  not  only  that,  but  where  the  rails  are  still  in  use  some- 
times tliey  have  used  busses  part  of  the  day  and  rails  the  rest  of  the 
day.  We  are  endeavoring  to  get  them  to  abandon  the  use  of  busses 
and  keep  the  rail  service  going  all  the  time  in  order  to  augment  this 
supply  of  busses. 

Veiy  often  the  operation  of  the  busses,  particularly  if  staggered 
hours  can  be  introduced,  can  be  helped  by  improvement  in  the  traffic 
regulations  so  that  they  can  operate  faster  and  more  readily. 

There  is  a  supply  of  sightseeing  busses  which  we  think  can  be  made 
available,  first,  by  the  Government  taking  them,  and  then  their  dis- 
tribution to  the  points  where  they  can  be  used  for  defense-plant 
purposes. 

It  is  possible  that  some  of  the  intercity  busses  can  be  released  for 
that  purpose  when  the  intercity  bus  systems  eliminate  all  the  waste 
from  their  operations  which  is  possible. 

Senator  Burton.  On  that  point,  do  you  suppose  it  is  possible  to  give 
consideration  to  the  pick-ups  within  a  metropolitan  area  by  an  inter- 
city bus  ? 

Mr.  Eastman.  Yes. 

Senator  Burton.  It  usually  has  been  prohibited  because  of  the  com- 
petition with  the  local  traction  company, 

Mr.  Eastman.  That  is  right. 

Senator  Burton.  If  that  were  expanded,  it  would  involve  a  con- 
siderable use  of  capacity, 

Mr.  Eastman.  These  intercity  busses,  in  addition  to  their  long- 
haul  work,  often  do  a  great  deal  of  local  work. 

Senator  Burton.  They  could  do  more  if  they  were  permitted  to. 

Mr.  Eastman.  Yes ;  they  could  do  more  if  they  were  permitted. 

Then,  some  of  these  trucks  which  used  to  convey  three  or  four  trucks 
on  the  highway — you  have  seen  them — are  no  longer  being  used  be- 
cause automobiles  are  not  being  constructed.  Various  experiments 
are  under  way  in  remodeling  them  for  the  carriage  of  passengers. 
One  or  two  of  those  experiments  looked  pretty  good. 

We  ourselves  are  endeavoring  to  promote  the  design  of  new  types 
of  trailers  and  bus  bodies  which  can  be  made  available  at  low  cost 
and  without  drain  on  critical  materials,  except  rubber.  We  had  one 
that  you  may  have  seen  around  the  streets  the  other  day,  a  very  ugly 
affair,  but  it  will  haul  a  lot  of  people.  It  will  haul  pretty  nearly 
a  whole  company  of  soldiers.  That  bus  is  capable  of  improvement, 
but  it  is  very  cheap.  With  a  tractor,  it  can  be  turned  out  for  $3,500. 
Is  that  right? 

Mr.  Richardson.  That  is  right. 
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Mr.  Eastman.  And  it  has  stimulated  other  manufacturers  in  get- 
ting to  work  on  the  same  thing.  General  Motors  will  have  one  coach 
of  its  own  of  that  kind  down  here  this  week,  I  believe. 

We  believe  that  there  are  opportunities  for  turning  those  things 
out  cheaply,  privately,  and  without  drain  on  critical  war  materials, 
using  them  in  places  to  which  they  are  adapted. 

Senator  Brewster.  Do  you  have  any  contact  with  the  Housing 
Administration  ? 

Mr.  Eastman.  Yes;  Mr.  Richardson  has  an  advisory  committee 
which  meets  every  week,  on  which  are  representatives  of  the  Army, 
the  Navy,  the  Housing  Administration,  the  O.  P.  A.,  and  W.  P.  B. 

Mr.  Richardson.  And  Maritime. 

Mr.  Eastman.  And  the  Maritime  Commission. 

Senator  Brewsteu.  That  means  that  future  housing  projects  will 
not  be  placed  at  great  distances  from  the  plants  they  are  designed 
to  serve,  I  take  it. 

Mr.  Eastman.  They  are  trying  to  do  that,  and  I  believe  they  call 
the  limit  of  walking  distance  2  miles. 

Mr.  Richardson.  They  have  issued  instructions  within  the  last 
month  right  along  that  line. 

Senator  Brewster.  So  that  policy  is  now  going  to  be  operated? 

Mr.  Richardson.  Yes.     It  has  gone  out  to  the  regional  men. 

Senator  Breavster.  And  a  man  is  not  a  war  worker  for  the  use  of 
a  car  if  he  is  within  2  miles  of  the  plant  ? 

Mr.  Eastman.  I  don't  know  whether  they  carry  it  that  far,  but  I 
understand  that  they  regard  2, miles  as  the  limit  of  walking  distance. 

I  might  say  on  these  new  types,  we  are  also  considering  bus  bodies 
of  the  school  bus  type  Avhich  could  be  placed  on  the  chassis  of  a  delivery 
wagon  when  the  number  of  delivery  wagons  is  contracted  around  the 
city.  That  would  make  available  some  of  those  chassis  on  which  you 
could  put  this  light,  cheap  bus  body. 

Some  of  the  bus  companies  are  coming  up  with  a  little  trailer  some- 
thing like  those  which  you  see  automobiles  carrying  around.  They 
say  that  they  could  augment  their  hauling  if  they  were  allowed  to  haul 
some  of  those  light  trailers. 

In  addition  to  the  augmentation  by  bus,  there  is  possible  augmenta- 
tion by  private  automobiles.  That  is  a  very  delicate  situation,  be- 
cause certainly  cars  ought  not  to  be  commandeered  and  requisitioned 
without  very  careful  investigation.  There  are  so  many  uses  of  them 
which  are  essential,  particularly  out  in  the  country  districts.  How- 
ever, there  is  a  possibility  that  there  is  quite  a  supply  of  station  wagons 
which  might  be  commandeered  and  used  to  augment  the  service  to  the 
defense  plants. 

The  Chairman.  Mr.  Eastman,  do  you  feel  that  you  have  all  the 
authority  necessary  to  carry  out  this  job,  particularly  with  regard  to 
this  local  traffic,  or  is  it  diffused  ? 

Mr.  Eastman.  Well,  I  think  that  the  greater  centralization  of  the 
responsibility  with  respect  to  the  rationing  of  tires  and  the  requisi- 
tioning of  vehicles  and  the  rationing  of  the  vehicles  themselves  would 
be  desirable.  I  understand  that  work  is  being  done  on  that  matter 
right  now. 

As  far  as  the  augmentation  by  railway  train  is  concerned,  from  what 
I  have  told  you  about  railroad  passenger  service  and  the  demands  on 
it,  you  can  see  that  the  means  for  establishing  commutation  service 
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and  cars  and  locomotives  to  handle  it  are  not  great,  and  tliey  will 
become  less  as  time  goes  on.  Furthermore,  workers  around  these 
plants  are  frequently  scattered  over  a  wide  area,  and  even  if  you  did 
have  railroad  commutation  trains,  you  would  still  have  the  problem 
of  getting  people  to  and  from  the  railroad  stations. 

I  might  say  that  in  this  local  transportation  work,  we  have  felt  that 
it  primarily  was  a  local  community  problem,  and  that  while  Wash- 
ington ought  to  help,  the  people  in  those  communities  ought  not  to 
lose  their  self-reliance,  and  they  ought  to  do  a  great  deal  of  the  work 
themselves.  Therefore,  we  have  endeavored  to  stimulate  and  promote 
and  encourage  w^ork  by  State  commissions,  by  the  local  plants,  and  by 
the  municipal  authorities,  and  by  the  State  patrol  men  in  every  way 
that  we  could,  and  to  get  as  much  work  clone  by  others  as  possible, 
instead  of  building  up  a  huge  organization  and  trying  to  settle  this  all 
by  ourselves,  because  I  just  don't  think  we  can  do  it.  We  have  to  have 
the  help  of  the  local  people. 

Senator  Burton.  Did  you  get  down  to  the  bicycle  ? 

Mr.  Eastman.  Bicycle?  I  don't  think  we  have  done  much  with 
that,  have  we,  Mr.  Richardson  ? 

Mr.  Richardson.  I  think  we  sent  6,000  out  to  the  Pacific  coast  3 
weeks  ago,  and  also  some  scooters. 

Mr.  Eastman.  That  is  all  I  have,  Mr.  Senator. 

The  Chairman.  Any  questions? 

Senator  Burton.  Mr.  Chairman,  I  have  just  one  question :  In  view 
of  this  most  interesting  and  competent  presentation  of  the  question,  I 
would  just  like  to  ask  Mr.  Eastman  under  these  circumstances,  do 
you  feel  that  we  will  be  able  to  meet  the  emergency  of  the  transpor- 
tation in  this  war  without  taking  over  the  governmental  operation 
of  our  transportation  systems? 

Mr.  Eastinian.  I  hope  very  much  that  that  will  be  possible,  and  I 
see  nothing  ahead  now  which  would  lead  me  to  believe  that  it  would 
be  necessary. 

Senator  Brewster.  That  presents  a  question  I  wanted  to  ask.  You, 
out  of  your  vast  experience,  I  suppose  would  agree  that  traffic  routing 
in  times  of  peace  has  not  been  determined  exclusively  by  economic 
factors. 

Mr.  Eastman.  Tliat  is  right. 

Senator  Brewster.  And  that  in  this  emergency,  it  is  obvious  that 
we  have  got  to  disregard  every  other  consideration  for  efficiency  and 
economy. 

Mr.  Eastman.  That  is  right. 

Senator  Brew^ster.  Which  does  mean  that  railroad  managements 
will  need  to  exhibit  a  most  cooperative  attitude  in  foregoing  some  of 
the  advantages  they  perhaps  have  built  up  over  a  period  of  years. 

Mr.  Easttnian.  Yes.  It  is  very  important  that  the  railroad  manage- 
ments get  away  from  the  habit  of  intense  competition  that  they  have 
had  for  a  long  time.  They  have  got  to  cooperate  in  this  emergency 
and  operate  more  and  more  as  a  single  unit. 

Senator  Brewster.  And  you  are  the  one  who  is  in  the  position  to 
persuade  that  cooperative  attitude? 

Mr.  Eastivian.  Well,  my  order  uses  such  words  as  "promote,"  "en- 
courage," and  "stimulate."     I  think  that  is  my  job. 

Senator  Breav^ster.  When  you  eliminate  so  much,  take  our  coast- 
wise traffic  which  concerns  us  so  much,  it  does  immediately  present  a 
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problem  of  tliroiigli  rates,  which  have  not  hitherto  been  of  much 
consequence. 

Mr.  Eastivian.  That  is  correct.  I  didn't  mention  that  part.  There 
are  two  parts  to  my  organization  that  I  haven't  mentioned.  One  is 
the  Division  of  Rates.  In  that  work,  my  duty  under  the  order  is  to 
negotiate  with  the  railroads  new  adjustments  in  rates.  I  can't  order 
the  railroads  to  do  those  things,  I  am  confining  my  attention  to  the 
situation  where  some  new  traffic  is  thrown  on  the  railroads  which  the 
rates  that  are  in  effect  weren't  published  to  carry,  and  where  the 
movement  is  in  volume  such  as  never  existed  before,  or  maybe  of  a 
character  which  has  never  existed  in  any  form  before,  and  the  rates 
don't  fit  it.  We  try  in  those  cases  to  negotiate  rates  which  do  fit 
those  new  movements  of  traffic,  and  that  applies  to  long-haul  move- 
ments of  coal  to  New  England,  including  the  State  of  Maine. 

Senator  Brewster.  Very  decidedly. 

Mr.  Eastman.  Yes. 

Senator  Brewster.  And  you  are  trying  to  bring  home  to  the  rail- 
road managements  the  importance  of  speed  in  that  regard,  for  there 
is  a  very  tragic  situation  there  now,  I  am  sure. 

Mr.  Eastman,  Tlie  other  part  of  my  work  which  I  didn't  mention 
was  the  Division  of  Transport  Personnel.  We  don't  undertake  to 
handle  labor  controversies,  but  we  are  going  into  the  question  of  what 
can  be  done  to  get  ready  for  the  difficulties  which  may  arise  owing 
to  a  stringency  in  railroad  labor,  when  they  withdraw  from  war 
work  or  soldier  work,  and  so  on. 

The  Chairman.  Any  other  questions?  Thank  you,  Mr.  Eastman. 
We  appreciate  that  vei*y  much. 

The  committee  will  recess  until  the  call  of  the  chairman. 

(Whereupon,  at  1 :  35  p.  m.,  the  committee  adjourned  subject  to  the 
call  of  the  chairman.) 
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THURSDAY,   JUNE   25,    1942 

United  States  Senate, 
Special  Committee  Investigating 

THE  National  Defense  Program, 

Washington^  D.  G. 

The  committee  met  at  10 :  37  a.  m.,  pursuant  to  the  call  of  the  chair- 
man, on  Thursday,  June  25,  1942,  in  room  318,  Senate  OiRce  Building, 
Senator  Harry  S.  Truman,  Missouri  (chairman)  presiding. 

Present:  Senator  Harry  S.  Truman.  Missouri  (chairman)  ;  Senators 
James  M.  Mead,  New  York;  Kalph  O.  Brewster,  Maine;  Harold  H. 
Burton,  Ohio;  Joseph  H.  Ball,  Minnesota;  Harley  M.  Kilgore,  West 
Virginia. 

Also  present:  Mr.  Hugh  A.  Fulton,  chief  counsel;  Mr.  Charles  P. 
Clark,  associate  chief  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Nelson,  you  had  a  report  that  you  wanted  to  make  to  the  com- 
mittee. You  may  make  it  in  any  manner  that  you  are  inclined  to 
make  it. 

Mr.  Nelson.  Well,  I  have  given  you  a  mimeographed  copy  of  it 
so  I  think  it  would  be  a  waste  of  your  time  to  read  it. 

TESTIMONY  OF  DONALD  M.  NELSON,  CHAIRMAN,  WAR  PRODUCTION 

BOARD 

problems  or  procurement  and  purchase — w.  p.  B. 

Tlie  Chairman.  Well,  I  had  the  privilege  of  reading  it  last  night 
before  I  went  to  bed,  and  it  impressed  me  as  an  excellent  report.  I 
was  somewhat  uncertain  about  the  procurement  phase  of  the  report 
with  respect  to  whether  you  are  yourself  going  to  maintain  in  your 
hands  the  power  of  procurement  or  whether  you  are  going  to  farm 
that  out  to  the  Army  and  the  Navy.  I  am  anxious  to  see  that  the 
Procurement  and  Purchase  Section  of  the  War  Production  Board 
be  in  civilian  hands,  and  I  am  anxious  that  they  stay  in  your  hands 
and  under  your  direction.  Now,  I  wish  that  you  would  give  us  some 
enlightenment  on  that. 

Mr,  Nelson.  I  should  be  glad  to  do  that,  sir.  Of  course,  as  I  have 
explained  to  you  before  in  appearing  before  you  and  in  looking  at 
my  job,  I  have  been  given  complete  authority  by  the  President  over 
procurement,  which  includes  purchasing  and  production. 

The  Chairman.  I  am  anxious  for  you  to  keep  that  power. 

Mr.  Nelson.  And  1  intend  to,  sir,  as  long  as  I  am  privileged  to 
stay  on  the  job. 
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Now,  there  are  two  ways  that  you  can  approach  it.  One,  you  can 
set  up  your  own  organization  to  do  it;  or  secondly,  you  can  put  it 
into  the  Army  and  the  Navy  and  get  people  to  do  it  there  who 
would  do  it  in  just  the  same  way  as  we  would.  In  other  words, 
improve  the  technique  of  the  services  through  the  introduction  of 
civilians  who  know  the  technique  and  who  will  carry  it  on  there  with 
authority  just  as  if  it  were  in  our  own  shop. 

Now,  having  the  authority,  I  have  delegated  to  the  Army  and  Navy 
the  job  of  procurement,  and  have  given  them  men  who  are  expe- 
rienced— the  most  experienced  men  I  had  in  the  job — to  go  over  there 
and  work  with  the  services  in  improving  the  whole  job  of  procure- 
ment, which  is  production  and  purchasing.  In  my  opinion  that  was 
the  wisest  choice  I  made  when  I  came  on  this  job.  The  services  have 
a  great  many  highly  skilled  technicians  and  are  very  close  to  the 
problem. 

The  Chairman.  But  the  services  have  a  sort  of  perfectionist  idea 
of  the  materiel  that  is  not  practical  in  wartime.  You  have  got  to 
have  a  practical  man  who  can  get  things  done.  I  think  you  are  that 
sort  of  a  man.  You  have  got  to  have  ,a  practical  viewpoint  on  this 
thing,  and  we  have  got  to  get  this  materiel  and  get  it  in  operation 
rather  than  arrive'  at  detail  perfection  of  that  materiel,  to  get  just 
exactly  what  is  ideally  essential,  and  I  am  very  much  afraid  that  this 
perfectionist  idea  of  the  services  will  to  some  extent  delay  the  pro- 
curement. 

Mr.  Nelson.  May  1  explain  to  you  just  exactly  what  has  happened? 
They  have  had  a  number  of  skilled  technicians.  What  they  have 
needed  and  wanted — put  it  that  way,  because  there  has  been  at  no 
time  any  question  of  doubt  in  the  minds  of  the  Army  or  Navy  as  to 
the  value  of  the  very  thing  you  are  talking  about — is  the  addition  of 
skilled  technique  in  both  purchasing  and  procurement.  Now,  as  I  wavS 
explaining  to  you,  we  can  do  it  in  two  ways.  One  was  to  put  it  all  in 
one  place — the  W.  P.  B. — and  take  it  completely  out  of  the  Army, 
which  I  figured  would  be  a  mistake  because  it  would  slow  up  things. 
The  other  was  the  introduction  of  men  who  knew  those  techniques  and 
skills  right  into  the  Army  where  they  would  be  given  the  authority 
to  exercise  them. 

Senator  Brewster.  That  I  want  you  to  emphasize.  They  are  to 
have  the  authority. 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Brewster.  They  are  not  to  be  subordinate  to  military  per- 
sonnel. 

The  Chairman.  In  other  words,  we  want  to  have  this  thing  in  the 
hands  of  civilians,  not  in  the  hands  of  the  "brass  hats."  We  want  you 
to  have  control  of  that. 

Mr.  Nelson.  May  I  explain  to  you  how  I  expect  to  maintain  con- 
trol? Don't  forget  that  I  am  the  one  who  takes  the  responsibility, 
no  matter  where  it  is  done. 

The  Chairman.  You  are  going  to  be  the  goat. 

Mr.  Nelson.  I  am.  I  said  that  before  this  committee.  I  have 
been  the  goat,  and  I  intend  to  be  the  goat. 

Having  that  responsibility,  it  is  my  problem  to  see  that  it  is  done 
to  the  best  interest  of  winning  this  war. 

Senator  Burton.  Mr.  Nelson,  do  these  men  retain  their  civilian 
status  or  do  they  act  as  civilian  officers ;  can  you  say  ? 
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Mr.  Nelson.  Some  do.  It  depends  a  great  deal  on  the  position  ol 
responsibility  they  are  put  into,  sir ;  but,  again,  I  want  to  try  to  explain 
it  to  you. 

The  CiiAiitMAN.  We  "will  try  not  to  interrupt  you,  sir. 

Mr.  Nelson.  I  think  that  when  I  get  through  with  this  statement, 
I  will  have  answered  any  questions  in  your  minds. 

Now,  in  the  Navy  for  the  first  time,  a  service  and  supply  organi- 
zation was  created,  and  all  the  Navy  purchases  were  coordinated  in 
that  one  division  headed  by  Admiral  Robinson,  an  officer  for  w'hom 
I  have,  I  must  say,  the  greatest  admiration,  both  from  the  standpoint 
of  a  naval  officer,  and  as  a  man  who  is  progressive  enough  to  do  a 
thing  in  the  best  possible  way  for  it  to  be  done,  and  a  man  of  great 
influence  in  the  Navy  because  of  his  long  record  of  accomplishment. 
Now,  right  next  to  him  as  his  principal  assistant,  I  put  Mr.  Frank 
Folsom.  I  say  I  put — I  asked  him  to  take  Mr.  Frank  Folsom ;  they 
took  him,  and  apparently,  they  are  very  happy  with  Mr.  Frank  Fol- 
som ;  and  he,  as  Admiral  Robinson's  assistant,  is  in  a  position  to  guide, 
direct,  and  control  all  of  the  procurement  policies  of  the  Navy,  and 
does  so. 

In  the  Army,  if  you  recall,  Mr.  Douglas  MacKeachie,  who  was  my 
other  assistant  of  purchase 

The  Chaikman  (interposing).  A  good  man. 

Mr.  Nelson.  I  think  Douglas  MacKeachie  is  one  of  the  best  I  know. 
Now,  he  went  in  directly  under  General  Somervell  to  direct  and  guide 
the  policies  of  purchasing  and  procurement ;  and  next  to  him  w^as  Mr. 
Browning,  who  was  also  in  my  division.  Now,  it  came  about  that  a 
very  important  job  abroad  had  to  be  done  for  the  A.  E.  F.  and  Mr. 
MacKeachie  went  abroad,  but  the  eflects  of  what  he  has  done  are  there. 
During  the  time  he  was  here,  in  my  opinion  he  did  a  much  better 
job  than  he  had  been  able  to  do  while  in  the  W.  P.  B.  organization. 
He  himself,  when  he  was  leaving  came  in  and  said  that  without  any 
question,  the  wisdom  of  the  policy  had  been  proved  b}^  what  he  had 
been  able  to  do  in  the  Army. 

Now,  Mr.  Harrison,  who  is  in  our  Production  Division,  is  going 
into  the  Army  under  General  Somervell  and  he  and  Mr.  Browning, 
who  is  now  Colonel  Browning — he  accepted  a  colonelcy — are  going 
to  work  on  production  and  procurement.  Now,  how  do  we  get  at  the 
point  where  we  see  everything  that  is  going  on  and  know  the  policies 
and  the  very  things  that  you  are  talking  about?  A  Purchase  Policy 
Committee  has  been  appointed.  Mr.  Folsom  will  be  the  chairman  of 
that  Purchase  Policy  Committee,  and  it  will  include  men  from  the 
Army  and  the  Navy  and  a  man  from  W.  P.  B.  wdio  also  knows  the 
best  procurement  policies ;  and  they  will  set  forth  the  purchase  policies 
for  the  Army  and  the  Navy,  and  there  will  be  absolutely  no  trouble 
from  the  standpoint  of  the  services,  and  I  can  assure  you,  sir,  that 
liaying  any  responsibility,  I  feel  very  easy  in  accepting  the  responsi- 
bility for  doing  the  very  things  that  you  are  talking  about  under 
l)rocurement. 

The  Chairman.  What  I  want  to  do  is  be  sure  that  the  responsibility 
stays  in  your  hands,  for  I  have  confidence  in  you,  and  I  think  you  can 
successfully  do  the  job.     Don't  let  it  get  away  from  you. 

Mr.  Nelson.  Sir,  whenever  that  res]Donsibility  is  not  in  my  hands, 
I  can't  accept  it,  and  therefore  cannot  do  the  job. 
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Senator  Brewster.  Now,  Mr.  Folsom  and  Mr.  Harrison,  under 
Admiral  Robinson  and  General  Somervell  are  subject  to  them  in  the 
first  instance. 

Mr.  Nelson.  That  is  right. 

Senator  Brewster.  But  they  at  all  times  have  an  appeal  to  you 
if  they  feel  that  there  is  a  difficulty  developing,  and  you  have  power 
over  both  Admiral  Robinson  and  General  Somervell. 

Mr.  Nelson.  That  is  right. 

Senator  Brewster.  That  is  the  way  the  thing  actually  works  its  way 
out. 

Mr.  Nelson.  The  supply  services  of  the  Army  and  the  Navy  report 
to  me. 

Senator  Brewster.  Out  of  the  experience  of  the  last  war  and  the 
studies  since,  which  culminated  in  your  appointment,  the  emphasis  was 
that  civilian  responsibility  was  essential  in  an  emergency  because  the 
bureaus  with  permanent  staffs  hesitate  to  take  the  responsibility  of 
short  cuts;  their  future  is  involved  if  they  make  mistakes  or  if  they 
are  subject  to  criticism,  but  a  civilian  who  isn't  expecting  to  continue 
in  the  Government  service  after  the  war  isn't  worried  about  those 
things. 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Brewster.  You  are  seeking  to  preserve  that,  I  gather, 
by  these? 

Mr.  Nelson.  That  is  right.  Now,  may  I  take  it  a  step  further. 
Let's  take  it  right  into  the  Ordnance  of  the  Army  which  has  had  a 
large  procurement  job  to  do.  General  Campbell  is  the  officer  in 
charge,  and  I  would  like  to  pay  tribute  to  him.  I  think  he  is  one  of 
the  very  fine  officers  of  the  country. 

The  Chairman.  One  of  the  ablest  men  in  the  Army. 

Mr.  Nelson.  I  think  so.  I  pay  high  tribute  to  General  Campbell. 
Now,  we  have  helped  him  get  for  his  organization  some  of  the  very 
best  civilians  in  the  United  States  from  the  standpoint  of  production 
and  purchasing  experts.  For  instance,  right  next  to  General  Camp- 
bell, as  his  right-hand  man,  is  Mr.  Edgar  Shay  from  Detroit,  whom 
I  regard  as  one  of  the  outstanding  men  in  the  country  from  a  purchas- 
ing standpoint,  and  he  has  a  whole  corps — dozens  of  men  that  we  have 
gotten  for  him.  General  Campbell  works  very  closely  with  us.  There 
is  no  question  here  of  whether  you  have  to  use  authority  or  not.  There 
is  a  keen  desire  to  do  the  very  thing  you  are  talking  about  on  the  part 
of  General  Campbell  himself;  on  the  part  of  General  Somervell  him- 
self— and  I  am  choosing  my  words  well — a  keen  desire  to  do  the  very 
thing  you  are  talking  about.  There  have  been  introduced  under 
General  Campbell  literally  dozens  of  the  best  production  men  we  could 
get  from  the  country,  who  have  come  here  as  civilians  and  who  work 
out  these  ]^roblems  with  them,  with  the  result  that  you  get,  you  see, 
at  the  top  the  proper  purchasing  policies  and  throughout  the  services, 
the  type  of  men  who  know  how  to  take  short  cuts,  and  are  keenly 
interested  in  winning  the  war  and  not  in  making  a  record.  They  all 
want  to  go  back  to  their  jobs  some  day,  and  tliey  recognize  the  fact 
tliat  the  technicians  of  the  Army  and  Navy  know  a  great  deal  about 
it.  If  at  any  time  a  question  comes  up  as  to  whether  the  production 
job  is,  let  us  say,  too  technical  to  be  good  in  production,  there  is 
never  any  question  about  changing  specifications. 
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NoAv,  may  I  f^o  a  step  further  in  the  safeguarding  of  that  very  thing. 
We  have  in  the  W.  P.  B.  a  division  that  is  constantly  reviewing 
specifications  of  all  kinds  for  all  types  of  things;  and  they  work 
directly  through  committees  of  the  Army  and  the  Navy,  the  Maritime 
Commission,  and  the  Procurement  Division  of  the  Treasury  which 
does  the  purchasing  under  lend-lease,  and  these  committees  constantly 
study  specifications  from  the  standpoint  of  tolerances  and  what  not  in 
order  that  the  job  may  be  well  done.  Now,  we  go  a  step  further  in  our 
organization — I  am  merely  trying  to  outline  the  steps  which  further 
justify  my  confidence  in  accepting  the  responsibility.  We  have  re- 
gional offices  and  in  those  regional  offices  we  have  some  of  the  best 
engineers  we  can  get,  production  technicians  wdio  work  right  out  in 
the  field — actually  with  the  ordnance  officers,  with  the  Signal  Corps 
officers,  with  any  anyone  else,  directly  with  the  manufacturers  in 
doing  this  job,  and  in  case  production  difficulties  come  along  through 
specifications,  they  report  right  directly  back  to  us,  but  attempt  to 
work  it  out  in  the  field  with  the  officers  involved,  and  regardless  of 
any  difficulty;  because  there  is  imbued  through  the  Army  and  the 
Navy,  too,  I  can  confidently  say  to  you,  the  same  spirit  of  progres- 
siveness  in  dealing  with  this  picture  that  you  would  like  to  have,  and 
I  tliink  if  you  were  as  close  to  it  as  I  am  and  could  see  it  closely,  see 
it  not  alone  in  the  spirit  of  the  officers  in  the  different  services,  but 
in  their  actions,  you  w^ould  feel  as  well  about  it  as  I  do. 

Senator  Brewster.  I  didn't  mean  my  questions  to  imply  any  doubt 
of  their  devotion,  but  simply  in  the  experience  of  generations  in  plac- 
ing the  final  responsibility  in  civilian  hands  because  their  careers  are 
not  so  intimately  involved. 

Mr,  Nelson.  That  is  right,  sir. 

Senator  Brewster.  To  relieve  them  of  some  responsibility  that  their 
whole  future  might  be  blighted  if  they  happen  to  make  a  mistake. 

Mr.  Nelson.  Now,  why  did  I  do  it  this  w  ay  rather  than  the  other 
way  in  trying  to  think  the  thing  through  ?  The  thing  that  I  dislike 
most  is  divided  responsibility;  and  were  I  to  set  up  a  group  in  my 
own  shop  to  work  with  the  group  in  the  Army,  there  would  always 
be  the  question  of  divided  responsibility.  This  way  it  is  absolutely 
direct — direct  down  the  line,  and  it  is  as  direct  in  our  ability  to  do  it — 
rather,  the  ability  to  get  the  job  done  is  limited  by  our  own  ability 
and  not  by  any  tiling  else. 

Senator  Brewster.  What  is  going  to  be  the  difference  in  the  num- 
bers of  the  organization  as  a  result  of  this,  Mr.  Nelson  ? 

Mr.  Nelson.  Well,  the  numbers,  unfortunately,  are  not  going  to 
be  reduced,  because  our  problem  changes  to  such  an  extent.  Now,  the 
number  of  people  doing  the  purchase  and  production  job  has  de- 
creased, of  course,  very  materially  because  many  of  them — the  best 
of  them — are  going  and  have  gone  right  over  to  the  services;  but  the 
problem  today  is  completely  changed. 

Our  ability  to  produce  today  is  only  limited  by  our  supply  of  raw 
and  fabricated  material — only  by  that.  There  is  no  other  limiting 
factor,  in  my  opinion,  to  American  production.  We  have  some  in- 
teresting things  which  have  happened  in  connection  with  production 
as  these  industries  get  to  devoting  their  entire  time  and  attention  to 
producing  material  for  war,  and  get  the  same  skill  that  enabled  them 
to  be  masters  of  the  industry — the  automobile  industry — all  over  the 
world,  and  the  electric  refrigerator  industry  all  over  the  world,  and 
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most  of  these  mechanical  industries  where  engineering  and  mass  pro- 
duction were  predominantly  the  factors  in  the  distribution.  When 
they  devote  that  same  energy,  same  skill  to  the  production  of  w^ar 
material,  it  would  do  your  hearts  good  to  see  what  happens ;  the  short 
cuts  in  production,  the  new  methods  of  doing  it.  The  reduction  in  man- 
hours  that  has  occurred  in  many  of  these  important  items  is,  I  w^ould 
say,  amazing.  I  could  tell  you  of  instances — I  wouldn't  like  to  do  it 
now — I  would  be  very  glad  sometime  to  sit  down  with  the  com- 
mittee and  show  you  some  of  these,  and  I  think  you  would  be  very 
happy  to  see  what  is  happening — such  as  the  Hispano  Suiza  gun 

The  Chairman  (interposing).  Mr.  Nelson,  we  would  be  very  happy 
to  have  you  do  that  with  us  in  a  closed  session.  We  are  familiar  with 
some  of  those  things,  and  they  are  remarkable. 

Mr.  Nelson.  I  think  that  you  would  be  tremendously  pleased  to  see 
what  has  happened,  and  see  what  has  been  done  in  airplanes  to  some 
extent.  It  has  been  done  in  guns,  ships.  I  think  the  experience  of 
industry  with  ships  is  one  of  the  epics  of  American  ingenuity  and 
skill. 

The  Chairman.  We  think  so,  too. 

Mr.  Nelson.  If  you  compare  what  has  happened  in  the  building 
of  ships  in  this  war  with  the  last  war  or  compare  our  techniques 
of  building  ships  and  our  ability  to  strike  out  in  entirely  new  methods 
and  eliminate  past  production  methods  and  get  a  ship,  as  has  hap- 
pened, built  this  last  month  in  46  days  against  an  estimated  average 
of  105  days — and  that  46  is  nowhere  near  the  limit — it  is  amazing. 
It  will  go  down  and  down  from  that  46  days  so  that  our  ability  to  make 
ships  today  is  only  limited  by  our  amount  of  steel  plate  that  we  can 
devote  to  shipbuilding. 

Senator  Brewster.  I  was  informed  by  the  Maritime  Commission 
this  morning  that  last  month  they  established  a  world's  record  for  the 
actual  delivery  of  steel  cargo-ship  tonnage. 

Mr.  Nelson.  Well,  it  is  far  above  anything  that  has  ever  been  done 
before. 

Senator  Brewster.  That  was  very  impressive. 

Mr.  Nelson.  It  is  really  a  cosmic  record. 

Senator  Brewster.  Now,  will  you  speak  of  steel  ? 

The  Chairman.  I  hope  you  will  discuss  the  steel  situation. 

Mr.  Nelson.  I  will  be  very  glad  to. 

Senator  Kilgore.  You  include  the  Army  and  Navy  on  this.  The 
Maritime  Commission  is  on  war  stuff  too.  Is  there  a  key  in  there 
that  procures  a  balance  throughout  that  triangle  ? 

Mr.  Nelson.  Yes,  sir.  We  have,  you  see,  in  our  own  organization — 
I  will  explain  this  so  that  you  will  get  clearly  the  picture  of  the 
organization  I  have  in  mind.  AVhere  an  item  is  used  and  made  and 
bought  by  more  than  one  service,  let  us  say  ships — ships  are  bought 
by  the  Army,  by  the  Navy,  ships  are  bought  by  the  ]\Iaritime  Com- 
mission— we  have  a  shipbuilding  division  and  do  not  plan  to  eliminate 
that,  because  we  have  to  coordinate  this  thing  for  all  three.  We  have 
an  aircraft  division,  we  will  have  a  division  on  turbines  and  com- 
pressors because  they  are  used  by  all ;  machine  tools.  Now,  while  the 
Army  will  buy  machine  tools,  it  will  be  a  division  of  machine  tools  in 
W.  P.  B.  which  coordinates  that  just  as  there  is  in  shipbuilding  in 
W.  P.  B.,  and  we  work  directly  with  the  Maritime  Commission — with 
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Admiral  Vickery — on  all  of  the  problems  of  sliipbuilding ;  purchases, 
procurement,  methods,  organization — any  phase  of  the  work. 

Senator  Kilgore.  One  other  question  on  that.  Under  the  ancient 
and  time-honored  system,  all  appropriations  were  made  to  the  heads 
of  the  bureaus,  for  instance  the  Bureau  of  Ships  in  the  Navy;  and 
as  I  understand  it,  the  present  appropriation  is  still  unexpended,  and 
those  unexpended  are  still  with  the  heads  of  the  bureaus.  AVith  the 
creation  of  S  O  S  in  the  Army  and  the  same  thing  in  the  Navy, 
the  appropriation  is  still  going  to  the  heads  of  the  bureau  and  they 
haven't  expended  the  money.  Now,  what  method  has  been  devised 
to  correlate  the  money  spending  so  that  the  head  of  one  bureau  has 
more  money  than  he  can  spend,  which  can  probably  be  used  to  make 
up  the  deficiency  in  some  other  bureau?  Is  anything  being  done 
about  it  ? 

Mr.  Nelson.  I  confess 

Senator  Kilgore  (interposing).  This  man  over  here  had  a  million 
dollars  that  he  couldn't  get  out  on  contracts  because  he  couldn't  find 
the  people  to  make  it  and  the  raw  material,  and  we  were  in  vital  need 
of  some  additional  contracts  on  some  other  phases  in  the  Navy.  Could 
that  be  used  within  the  S  O  S  of  the  Navy  without 

The  Chairman  (interposing).  I  would  say.  Senator,  that  I  don't 
think  Mr.  Nelson  has  any  control  of  that. 

Senator  Kilgore.  You  have  no  control  over  that  set-up? 

Mr.  Nelson.  No,  sir. 

Senator  Kilgore.  Don't  you  think  it  would  be  better  to  appropriate 
the  money  direct  rather  than  to  the  Bureau  of  Ships? 

Mr.  Nelson.  I  haven't  studied  that. 

Senator  Kilgore.  In  other  words,  wouldn't  it  be  a  more  liquid 
appropriation  ? 

Mr.  Nelson.  It  would  certainly  be  more  liquid. 

Senator  Brewster.  You  didn't  finish  the  steel  matter,  or  at  least,  1 
didn't  understand  it  clearly.  We  are  today  authorizing  a  very  great 
increase  in  the  naval  program  of  ships — about  a  thousand  more  ships. 

Senator  Bitrton.  Senator,  before  you  get  into  steel,  could  I  follow 
up  with  one  more  question  what  Senator  Kilgore  started  ?  I  am  like- 
wise interested  in  the  Maritime  Commission.  I  didn't  get  your  answer 
to  what  I  thought  Senator  Kilgore  asked  for.  Do  you  have  with  the 
Maritime  Commission  someone  who  corresponds  to  Robinson  in  the 
Navy  and  an  assistant,  and  Somervell  in  the  Army  and  an  assistant'^ 
Do  you  have  that  same  procurement  system  there? 

Mr.  Nelson.  No  ;  I  said  we  have  a  shipbuilding  division  of  W.  P.  B. 
that  worked  directly  with  them.  They  have  a  man  who  corresponds 
to  Admiral  Robinson. 

Senator  Burton.  But  you  haven't  found  it  necessary  to  implement 
him  with  an  assistant  ? 

Mr.  Nelson.  No,  sir;  because  their  problem  is  different.  They  have 
very  few^  things  to  purchase  and  the  things  that  they  purchase  in  the 
main  are  common  to  all  of  the  others.  Under  the  plan,  wherever  any- 
thing becomes  important,  one  of  their  men  will  be  on  this  purchase 
policy  committee.  In  other  words,  what  we  plan  to  do  and  are  doing 
with  Mr.  Folsom  as  chairman  is  the  organization  of  the  committee  to 
coordinate  the  purchases  of  everything.  Let  us  suppose  that  it  were 
turbines.  As  a  matter  of  fact,  turbines  are  handled  directly  through 
our  office  because  they  are  used  by  the  Army,  the  Navy,  and  the  Mari- 
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time  Commission,  by  power  companies  and  other  plants,  so  that  tur- 
bines will  be  handled  entirely  through  W.  P.  B, 

Senator  Burton.  The  Maritime  Commission,  as  I  understand  it,  is 
not  in  the  Army  and  not  in  the  Navy  ? 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Burton.  And  that  is  why  I  Avanted  to  see  clearly  where  it 
is  in  this  set-up.  On  this  purchase  policy  committee,  you  have  a 
member  of  the  Navy 

Mr.  Nelson  (interposing).  And  the  Maritime  Commission,  and 
they  come  in  on  everything  they  are  interested  in. 

Senator  Kjlgore.  But  do  they  have  a  member  on  that  committee? 

Mr.  Nelson.  They  will  have  a  member  on  that  committee  on 
everything  that  happens  to  be  common. 

Senator  Burton.  Do  you  know  who  the  man  is  who  corresponds  to 
General  Somervell  or  Admiral  Robinson? 

Mr.  Nelson.  Well,  we  work  with  Admiral  Vickery. 

Senator  Burton.  What  you  do,  as  I  see  it,  is  to  take  full  advan- 
tage of  the  chain  of  strict  responsibility  that  the  Army,  the  Navy, 
and  the  Maritime  Commission  have? 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Burton.  You  don't  upset  that  rather  clearly  defined  chain 
of  responsibility;  they  w^ork  out  what  they  have  or  must  have  in  the 
Army  and  Navy  and  you  just  implement  that  with  an  assistant  here 
and  there  ? 

Mr.  Nelson.  And  with  skilled  men. 

Senator  Brewster.  About  this  steel,  this  great  Navy  program,  we 
asked  Admiral  Vickery  about  it — how  it  would  affect  him.  He  said, 
as  I  recall — I  don't  think  the  figures  were  confidential — he  was  sup- 
posed to  have  46  percent  of  the  steel  and  getting  about  35,  and  he 
didn't  know  what  was  going  to  happen  to  him  with  this  great  naval 
program.  Admiral  Horne  said  he  hadn't  taken  it  up.  Now,  just  how 
would  you  handle  a  thing  like  that,  sir? 

Mr.  Nelson.  This  is  the  way  we  will  handle  it;  one  of  the  first 
meetings  was  held  this  morning  but  I  couldn't  attend  because  of  my 
appearance  here,  and  they  will  continue  in  that  direction.  Steel  plate 
is,  of  course,  allocated.  It  is  under  strict  allocation.  It  is  being 
allocated  each  month.  So  much  is  allocated  directly  to  the  Army  and 
Navy  and  Maritime  Commission. 

Senator  Brewster.  Does  that  go  to  the  individual  mill  ? 

Mr.  Nelson.  We  don't  allocate  it  to  the  individual  mill.  We  give 
them  the  individual  mills  from  which  they  can  expect  shipments. 
They  then,  in  turn,  allocate  it  from  the  individual  yards  to  the  indi- 
vidual mill.  The  way  it  is  done,  sir,  at  the  present  time,  we  have  a 
Requirements  Committee  with  W.  P.  B.,  and  there  appear  before  that 
Requirements  Committee,  which  is  headed  by  Mr.  William  Batt,  all  of 
the  claimants  for  the  material.  In  steel  plate  you  have  a  wide  variety 
of  claimants.  I  will  just  mention  a  few.  Of  course,  some  goes  to 
Great  Britain  for  their  production  program ;  some  to  Canada  because 
they  are  building  ships;  Great  Britain  is  building  ships;  some  goes 
to  some  of  the  other  countries  that  need  small  amounts;  no  large 
amounts  go  to  the  other  countries  except  England  and  Canada. 

We  have  the  Maritime  Commission,  of  course,  which  is  a  very  im- 
portant user — can't  build  ships  without  plate ;  the  Navy,  because  you 
can't  build  ships  without  it ;  and  the  Army.     Now,  the  Army  uses  the 
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steel  plate  for  a  wide  variety  of  things :  Tanks,  bombs,  gun  emplace- 
ments, gun  mounts,  armored  cars,  trucks,  and  a  wide  variety  of  things. 
In  other  words,  the  list  of  things  in  which  steel  plate  is  used  is  ex- 
tensive. Now,  it  is  used  in  essential  civilian  services,  in  direct  mili- 
tar}^  repairs  on  locomotives,  freight  cars,  agricultural  implements,  100- 
octane  gasoline  plants,  synthetic  rubber  plants,  chemical  plants  of  all 
kinds,  boilers — they  are  very  essential,  of  course,  to  keep  the  thing 
^oing.  Those  are  all  claimants  for  steel  plate.  The  Requirements 
Committee  makes  first  a  rough  allocation,  and  says,  "So  much  should 
^o  to  the  Maritime  Commission,  so  much  to  the  Army,  Navy,  and  so 
much  to  the  essential  civilian  users;  so  much  to  Great  Britain,  so 
much  to  Canada  and  Russia,  if  needed."  The  allocations  are  then 
made  by  the  services  according  to  urgency  or  priority  ratings.  I 
felt  there  was  a  gap  in  that.  If  we  have,  for  instance,  1,400,000  tons 
of  plate  demanded,  and  we  have  only  1,100,000  to  distribute  there  is  a 
deficiency  of  300,000  tons  of  steel  plate  we  can't  provide,  and  I  felt 
that  each  bit  of  plate  because  of  its  importance  ought  to  be  directly 
linked  to  strategy,  and  we  have  been  getting  up  the  figures.  I  have 
gotten  them  all  up.  I  have  talked  to  Allied  Chiefs  of  Staff,  and 
want  to  work  out  that  allocation  of  steel  plate  in  direct  consonance 
with  the  Chiefs  of  Statf  to  have  them  tell  us  which  they  think  is  more 
important  in  this  program — maritime  ships,  naval  ships,  escort  vessels, 
and  so  forth. 

Senator  Brewster.  Would  you  expect  the  Maritime  Commission 
and  the  Navy  to  agree  on  the  relative  importance  ?  That  is  always  a 
problem. 

Mr.  Nei.son.  Wait  a  minute,  sir.  It  is  not  the  Maritime  Commis- 
sion and  the  Navy  who  agree  on  the  relative  importance.  It  is  the 
strategy  of  the  war  that  is  important. 

Senator  Brewster.  How  do  you  do  that  and  whom  do  you  consult 
on  that? 

Mr.  Nelson.  General  Marshall,  Admiral  King — at  that  level.  That 
is  the  very  top  level  in  the  strategy  of  the  war.  Now,  our  steel  plate, 
and  that  is  true  of  copper  and  these  other  things  that  get  very  scarce, 
should  be  directly  at  the  top  in  tune  Math  the  strategy  of  the  war.  They 
are  the  ones  who  loiow  how  many  merchant  vessels  they  will  need  to 
transport  the  men  and  material  to  the  various  fronts  that  are  to  be 
established.  They  are  the  ones  who  ought  to  know  how  many  escort 
vessels  there  ought  to  be  to  protect  those  ships ;  they  are  the  ones  who 
ought  to  know  how  many  tanks  it  is  going  to  take  to  attack  the  enemy, 
and  how  many  guns  they  will  need. 

Senator  Brewster.  Suppose  Admiral  King  and  General  Marshall 
don't  agree — and  Admiral  Vickery? 

Mr.  Nelson.  Then,  sir,  that  would  be  a  decision  that  I  ought  to  con- 
sider would  be  made  by  myself  in  consultation  with  the  President  or 
even  by  him.     Now,  that  is  a  high  level. 

Senator  Brewster.  I  realize  that  it  probably  would  never  arise.  It 
might. 

Mr.  Nelson.  It  might,  but  that  w^ould  be  the  way  it  would  go.  I 
would  take  the  problem  that  arose,  because  of  its  extreme  importance, 
directly  to  the  President,  and  a  decision  would  be  arrived  at.  It 
would  not  hang  around  in  midair. 

May  I  just  finish  this,  Senator  Brewster? 
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The  tiling  I  wanted  to  make  clear  is  that  we  must  make  that  alloca- 
tion on  material  as  nearly  in  tune  with  the  strategy,  present  and 
future,  as  we  possibly  can. 

Now,  we  have  the  combined  Production  and  Resources  Board  which 
has  recently  been  established.  Captain  Lyttleton,  who  heads  that,^ 
and  myself  make  up  the  Board,  and  we  determine  how  much  of  it 
should  go  to  Great  Britain  and  how  much  of  it  should  go  here  and 
there  in  terms  of  the  production  which  should  be  made  in  either  place, 
and  today  we  look  upon  their  production  as  our  production  and  our 
production  as  theirs.  The  two  are  merged.  We  have  the  same  kind 
of  committee  with  Canada,  so  that  if  we  have  the  ability  to  use  all  of 
this  machinery,  and  that  is  the  only  limiting  factor  in  my  opinion — 
the  machinery  is  all  here — and  as  General  Marshall  said  when  the 
Board  was  finally  established  and  we  had  the  first  meeting,  "That  is 
the  last  link  in  linking  up  directly  the  last  machinery  we  need  to  get 
quick  and  decisive  action  linking  production  and  strategy." 

The  Chairman.  I  just  wanted  to  ask  you  a  question  on  your  idea 
of  policy.  In  the  appropriation  of  money,  if  steel  plate  and  steel 
production  and  the  production  of  necessary  materials  is  a  possible 
bottleneck  to  production  and  procurement,  why  is  it  necessary  to  run 
the  tremendous  appropriations  which  we  are  making — and  they 
stagger  us  when  we  look  at  them — and  when  we  have  reached  a  con- 
clusion of  what  is  finally  proposed,  we  will  have  appropriated  $200,- 
000,000,000  for  appropriations?  Why  should  Congress  let  this  sum  of 
money  pile  up  behind  the  production  program  as  a  backlog  if  the 
material  is  not  available  to  buy  that  which  can  be  used?  Is  that 
good  sense  with  the  Congress  when  we  are  in  session  all  day  long 
every  year  and  the  whole  year  through  without  any  hesitation.  Why 
should  we  pile  this  money  up,  and  I  have  got  concrete  proof  that 
there  is  a  tremendous  backlog  of  unobligated  and  unexpended  balance 
which  cannot  be  made  on  account  of  the  ph3^sical  impossibility  of 
getting  the  material.    Now,  I  would  like  your  judgment  on  that. 

Mr.  Nelson.  Well,  I  have  never  quite  understood  it,  but  I  have 
never  studied  it.     After  all,  our  ability  to  produce  is  just  so  much. 

The  Chairman.  That  is  true,  and  your  over-all  ability  to  collect 
taxes  is  just  so  much. 

Mr.  Nelson.  That  is  right.  Now,  I  have  never  worried  about  it.  It 
can't  be  used,  and  if  it  isn't  used  it  can't  be  spent,  and  if  it  isn't 
spent  it  is  still  in  the  Treasury,  and  I  haven't  worried  about  that 
phase. 

The  Chairman.  *That  is  surely  true,  but  it  seems  to  me  that  the 
Congress  is  itself  responsible  for  the  raising  and  appropriation  of 
money,  and  when  we  delegate  what  virtually  amounts  to  an  appro- 
priation, we  pile  up  a  big  backlog  behind  these  services  which  the}'' 
ostensibly  cannot  use.  Tliose  figures  are  before  me  which  so  show 
that  they  haven't  used  them  to  date. 

Mr.  Nelson.  Well,  I  haven't  worried  about  that.  I  have  plenty  of 
my  own  worries. 

Senator  Brewster.  Is  it  necessary  for  you  to  plan  1  or  2  years  in 
advance  ? 

Mr.  Nelson.  Yes,  sir ;  we  must  plan  now  into  1944. 

Senator  Brewster.  So  that  you  have  really  a  2-year-and-a-half 
program  ahead  of  you  now  ? 

Mr.  Nelson.  That  is  right. 
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Senator  Brewster.  TVliich  will  probably  use  this  $200,000,000,000. 

Mr.  Nelsox.  We  will  probably  use  very  close  to  it  with  all  the 
reserves  and  subsistences. 

The  Chairman.  I  am  perfectly  willino;  that  the  Congress  should 
furnish  all  the  money  and  levy  all  the  taxes  to  win  the  war  as 
quickly  as  possible,  but  I  believe  there  should  be  some  sort  of  a  rein 
on  this  situation  to  say  it  shouldn't  be  throvv'n  away,  because  we  are 
going  to  have  to  pay  for  all  the  necessary  things  without  paying  for 
unnecessary  things. 

Senator  Brewster.  You  said  before  that  we've  a  lack  of  raw  mate- 
rials. Is  the  steel  capacity  sufficient  to  meet  what  you  anticipate  is 
your  problem. 

Mr.  Nelson.  I  still,  sir,  don't  have  the  answer  to  that  question,  and 
I  will  tell  you  why.  If  we  figure  the  steel  required  to  make  the  things 
which  we  have  been  given  by  the  Army  and  the  Navy  as  the  things 
they  want,  plus  the  other  requirements  for  steel — the  very  essential, 
minimum  civilian  requirements,  and,  of  course,  that  is  an  area  where 
it  is  very  hard  to  estimate — if  you  do  tliat,  you  have  enough  ingot 
capacity  to  take  care  of  this  program. 

Senator  Brewster.  You  have  not  ? 

Mr.  Nelson.  We  have. 

Senator  Brewster.  You  have. 

Mr.  Nelson.  Yes,  sir.  And  we  have  cut  it  back  some  because  we 
wanted  to  save  the  steel  to  go  into  the  program  for  1944,  so  we  have 
cut  the  projected  steel  expansion  back  for  that  reason.  However,  as 
you  look  at  the  picture  todaj^,  you  haven't  anywhere  near  enough 
steel.  Now,  that  is  happening  as  a  result  of  two  things.  In  the  first 
place,  you  are  on  a  rapidly  ascending  curve  of  production — parab- 
ola— that  just  goes  up  that  way.  You  are  filling  vip  all  the  pipe  lines 
for  that  peak  production,  actually,  the  "lead"  as  we  call  it  of  ma- 
terials. In  other  words,  the  material  which  must  be  in  the  supply 
system,  the  manufacturing  system,  is  very  great.  I  have  the  feeling 
that  after  we  get  by  this  curve,  this  hump,  and  get  into  just  supplying 
the  steel  for  manufacturing  and  not  supplying  the  excess  inventories 
which  must  be  in  places  along  the  line  to  back  it  up  so  that  you  have' 
the  production  flowing  smoothly,  at  that  time  we  will  be  able  to  take 
care  of  the  situation. 

Senator  Brewster.  How  long  is  it  going  to  take  you  to  catch  up, 
do  you  think  ? 

Mr.  Nelson.  Oh,  I  think  another  3  months. 

There  is  another  problem  that  is  a  very  difficult  one  but  we  are 
attacking  it  as  vigorously  as  we  can,  and  have  all  the  information, 
whether  we  can  use  it  or  not.  We  haven't  developed  it  yet.  We  have 
got  to  prevent  excess  inventories  from  piling  up  in  the  system.  In 
other  words,  having  one  shipyard  have  more  steel  plate  than  it  can 
use  in  the  next  2  months  or  45  days' — whatever  the  amount  of  time  is 
necessary  for  backlog — and  another  company  which  is  producing 
rapidly,  havhig  none.  Maldistribution,  of  course,  brings  an  unneces- 
sary shortage.  We  have  gone  into  it  and  we  have  evidence  of  it  in 
every  phase,  of  a  lot  of  maldistribution  in  every  material  too  much 
built  up  in  this  pile,  too  little  in  that  pile. 

We  have  another  problem  which  is  exceedingly  important,  and  that 
is  the  whole  program  getting  out  of  balance.  If,  for  example,  you 
pile  up  many  more  shell  cases  than  you  have  the  capacity  to  fill  and 


5238      INVESTIGATION    OF   THE    NATIONAL    DEFENSE    PROGRAIVI 

get  a  great  big  backlog,  you  have  copper  that  is  unnecessarily  backed 
up  at  that  point,  which  might  be  better  used.  Therefore,  you  must 
get  this  program  better  in  balance.  That  is  all  part  of  the  problem 
of  the  flow  of  material. 

Senator  Brewster.  I  had  a  complaint  that  steel  plate  was  being 
rolled  this  month  that  wouldn't  be  used  for  a  year,  that  was  going  to 
a  certain  plant,  although  they  weren't  going  to  use  it  for  a  year.  Now, 
anything  of  that  sort  you  are  trying  to  get  under  control  ? 

Mr.  Nelson.  We  are  trying  to,  sir ;  and  what  we  are  doing  is  sched- 
uling that  in  our  production  division.  A  great  deal  of  that  occurred 
and  some  of  it  is  still  occurring. 

The  Chairman.  Isn't  this  steel  situation  somewhat  slow  due  to 
their  failure  to  realize  that  we  are  in  a  war  and  carrying  on  business- 
as-usual  rather  than  getting  ready  for  a  war.  It  is  true  to  some  ex- 
tent, isn't  it  ? 

Mr.  Nelson.  Mr.  Senator,  there  is  undoubtedly  some  of  that,  but 
let  me  ask  you  to  reflect.  Our  hindsight  is  always  good.  Two  years 
ago  who  would  have  predicted  that  we  were  planning  to  make  125,000 
airplanes  in  1  year?  Show  me  anybody  who  had  tlie  imagination 
to  even  think  of  it — even  the  wildest  expansionist — and  I  was  one  of- 
them. 

The  Chairman.  So  were  we.  We  know  you  were  one  of  the  expan- 
sionists, but  we  w^ere,  I  think,  not  entirely  talking  from  hindsight,  we 
were  talking  long  before  they  ever  got  over  this  business-as-usual. 

Mr.  Nelson.  I  think  in  the  main  it  is  due  to  the  size  of  this  thing 
that  we  have  undertaken.  May  we  reflect  just  a  moment  on  that 
size.  We  are  so  different  today  from  what  we  were  in  the  last  war ; 
in  the  last  war  we  could  depend  upon  England  for  our  deficiencies  in 
production,  and  France  and  Italy.  Today  we  are  the  ones  who  are 
depended  upon  to  make  up  the  deficiencies.  Everybody,  with  the  ex- 
ception of  the  Axis  Powers,  looks  to  us  to  supply  material. 

The  Chairman.  And  the  Axis  sometimes  uses  us  for  supply,  don't 
they,  when  they  take  certain  towns  in  which  we  have  large  quantities 
of  materials? 

Mr.  Nelson.  Well,  that  is  the  foi-tune  of  war,  I  presume,  but  what 
I  am  saying  is  the  very  size.  In  addition  to  that,  we  have  the  respon- 
sibility for  keeping  some  of  these  other  economies  alive.  We  can't 
afford  to  let  the  economy  in  South  America  die,  bog  down,  because 
we  must  get  raw  materials  from  them.  Therefore,  we  have  to  help 
supply  their  railroads,  their  electric  power  companies,  their  whol© 
economy  has  to  be  supplied ;  and  today,  the  thing  that  we  are  trying 
to  do  is  keep  in  touch  with  practically  the  economy  of  every  nation 
in  the  world  except  the  Axis  Powers.  I  am  in  intimate  relation  with 
it  because  we  are  supplying  many  of  the  raw  m,nterials  and  finished 
products.  Now,  if  anybody  could  have  predicted  that,  I  don't  know 
who  it  would  be. 

The  Chairman.  You  are  right  about  that.  I  am  not  quarreling 
on  that.     We  were  quarreling  about  this  situation  in  1941. 

Mr.  Nelson.  And  you  were  right,  and  I  agreed  with  you  that  you 
were  right  at  that  time,  and  I  think  you  showed  greater  foresight  at 
that  time. 

Senator  Brewster.  Have  you  established  a  transportation  section 
recently  ? 
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Mr.  Nelson.  Yes,  sir;  following  my  last  appearance  before  this 
committee,  you  pointed  out  to  me  that  thing,^  and  we  have  a  commit- 
tee now  actively  at  work,  and  they  are  doing  some  very  good  work  in 
coordinating  the  problems  of  Mr.  Eastman  who  has  the  direct  author- 
ity, with  our  own  priorities,  and  they  are  doing  some  very  interesting 
work  in  that  direction. 

Senator  Brewster.  The  study  of  the  subcommittee  in  the  ship 
situation,  particularly  barges  and  ship  transportation,  indicates  that 
there  is  still  a  seeming  lack  of  coordination. 

Mr.  Nelsox.  I  think  we  haven't  yet  got  into  our  stride. 

Senator  Kilgore.  This  question  apparently  arose  on  that.  There 
is  apparently  nobody  who  has  authority  now  to  requisition  or  com- 
mandeer necessary  river  trnnsportation  such  as  barges  or  towboats  or 
to  convert,  for  instance,  dry  merchandise  barges  into  petroleum 
barges.  Now,  Y\'e  have  been  searching  and  we  can't  find  it  so  far  from 
our  inquiries  into  the  various  bureaus.  They  all  claim  apparently 
nobody  has  the  authority  to  step  in  there  and  straighten  out  that 
situation,  and  one  thing  we  have  been  interested  in  is  whether  or 
not  legislation  is  needed  or  whether  or  not  you,  as  head  of  the  War 
Production  Board,  have  that  power  to  go  in  and  if  necessary  com- 
mandeer three  or  four  or  five  hundred  merchandise  barges  and 
convert  them  to  petroleum  barges? 

Mr.  Nelson.  Well,  if  it  is  essential  to  the  conduct  of  the  war,  I 
w^ould  assume  the  authority  and  nobody  would  take  it  away  from 
me.  We  have  got  a  committee  studying  that  whole  phase  of  that 
thing,  a  technical  committee  headed  by  Wayne  Johnson,  and  he  is 
working  on  that  whole  barge  question,  and  whenever  anybody  comes 
to  me,  for  instance,  the  steel  companies  or  the  coal  companies,  why 
we  would  be  very  glad  to  change  wood  for  steel. 

Senator  Kilgore.  That  is  what  we  are  trying  to  work  out.  The 
committee  on  the  transportation  section  says  they  have  no  authority, 
the  petroleum  people  say  they  have  no  authority,  and  they  all  ques- 
tion whether  anybody  has  the  authority. 

Senator  Brewster.  We  admit  that  we  haven't  laid  this  on  your 
doorstep. 

Mr.  Nelson.  Well,  I  never  hesitate  to  assume  it  if  it  is  necessary. 

Senator  Kilgore.  Does  Mr.  Eastman  have  a  river  transportation 
section  ? 

Mr.  Nelson.  Yes,  sir,  he  has  a  river  transportation  section. 

Now,  I  have  found  that  the  way  to  break  those  bottlenecks  and 
log  jams  is  to  get  a  good  aggressive  man  in  and  tell  him  to  go  in 
and  solve  the  problem,  and  he  will  always  solve  it.  This  technical 
cominittee  has  been  appointed  with  representatives  of  Mr.  Eastman, 
representatives  of  the  Petroleum  Coordinator,  Mr.  Henderson's  office, 
Jesse  Jones,  Bureau  of  Economic  Warfare,  and  they  are  actively 
studying  everything  that  needs  to  be  done,  and  if  there  is  any  lack 
of  authority,  why  we  would  run  right  up  to  Congress  in  a  minute 
if  it  is  pointed  out  that  the  thing  is  necessary  and  we  haven't  got 
the  legal  authority,  but  that  would  only  come  after  we  had  tried  to 
use  the  powers  of  persuasion  with  the  people.  We  will  have  no 
trouble  with  the  coal  people.  In  fact,  Mr.  Francis  has  been  talking 
to  me  about  the  problem  and  putting  it  directly  up  to  the  technical 


'  Supra,  pp.  5097-5099. 
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committee.  We  ciin't  build  steel  barges  because  we  can't  spare  the 
steel,  but  we  can  build  wooden  barges.  We  will  change  the  wooden 
barges  for  steel  barges  if  it  is  the  practical  thing  to  do. 

Senator  Kilgore.  But  you  would  have  the  authority  then  to  con- 
vert— make  a  conversion? 

Mr.  Nelson.  Yes,  sir ;  that  is  right. 

Senator  Kilgore.  You  would  have  the  authority  to  convert  the 
necessary  bulkheads  in  those  barges. 

You  see,  with  the  coming  of  this  24-inch  pipe  line 

Mr.  Nelson  (interposing).  To  Salem. 

Senator  Kilgore.  To  Salem,  there  still  remains  the  hauls  from  Sa- 
lem to  the  east  coast. 

Mr.  Nelson.  That  is  right,  sir. 

Senator  Kilgore.  Which  largely  now  has  to  be  made  by  rail.  Now, 
river  barges  could  supplement  that  tremendously. 

Mr.  Nfxson.  Well,  sir,  that  committee  is  studying  it,  and  I  assure 
you  that  1  have  no  lack  of  authority  in  the  picture. 

Senator  Kilgore.  Well,  may  I  say  for  the  subcommittee  that  we 
didn't  have  any  idea  of  this  when  we  were  asked  to  see  if  we  could 
figure  a  solution  of  the  problem. 

Mr.  Fulton.  And  there  was  no  lack  of  study.  The  only  problem 
was  that  they  had  not  yet  either  ordered  conversion  on  any  barges  or 
made  available  even  financial  assistance  to  encourage  the  conversion, 
but  I  assume  that  will  all  be  done  pursuant  to  this  recent  study  to 
which  you  refer. 

Mr.  Nelson.  And  which  we  have  initiated. 

Senator  Mead.  A  subcommittee  of  the  Committee  on  Commerce,  on 
Rivers  and  Harbors,  has  been  holding  hearings  on  the  Maybank  reso- 
lution for  the  greater  use  of  inland  waterways.  They  developed  the 
idea  that  an  additional  100,000  barrels  of  petroleum  could  be  delivered 
to  New  England  every  day  if  the  maximum  conversion  of  lake  ships 
coupled  with  the  maximum  use  of  canal  barges  together  with  the  use 
of  available  coastwise  ships  that  could  ply  as  far  as  Albany  up  the 
Hudson  River  were  fully  utilized.  In  addition  to  the  conversion  of 
tankers  which  is  held  up,  perhaps,  in  R.  F.  C.  or  perhaps  in  Mr. 
Eberle's  division  of  W.  P.  B.,  it  would  be  necessary  to  utilize  lake  ships 
from  the  pipe4ine  outlets  and  Chicago  and  Toledo  to  the  barge-canal 
oulet  terminal  at  Buffalo  and  Oswego  to  the  fullest  degree,  and  then 
to  use  the  canal  barges  from  Buffalo  and  Oswego  to  Albany  where  a 
large  storage  capacity  is  available,  and  then,,instead  of  running  these 
barges  down  to  New  York,  let  the  coastwise  ships  come  up  as  far  as 
Albany  because  then  you  would  have  a  shorter  shuttle  for  oiu"  canal 
barges.  You  would  get  a  greater  use  of  your  lake  vessels,  and  you 
would  have  a  larger  hauling  capacity  for  your  coastwise  ships.  Now, 
that  involves  more  than  shipping  because  it  was  developed  at  that 
hearing  tliat  the  Great  Lakes  zone  does  not  participate  in  the  financial 
pool  that  has  been  set  up  by  the  Petroleum  Coordinator's  office  to  off- 
set losses  in  the  shipping  of  petroleum,  and  as  long  as  that  obstacle  is 
present,  the  petroleum  distributor  will  not  use  the  Great  Lakes'  facili- 
ties to  the  maximum. 

There  is  a  pool  set  up  so  that  the  distributor  who  loses  money  as 
the  result  of  the  withdrawal  of  tanker  shipping  and  the  substitution 
of  rail  shipping  participates  in  it  when  he  suffers  a  loss,  but  if  he 
ships  out  of  district  2  he  does  not  participate  in  the  pool,  and  so  our 
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committee  felt — our  Committee  on  Commerce — that  if  we  had  a  round- 
table  discussion  and  if  we  had  in  addition  to  ourselves,  Mr.  Nelson, 
Mr.  Ickes,  Mr.  Eastman,  Mr.  Henderson,  and  Mr.  Jones,  of  K.  F.  C., 
without  legislation,  we  could  deliver  a  very  substantial  additional  sum 
of  petroleum  into  New  England  and  New  York. 

Mr.  Nelson.  I  would  appreciate  it  if  you  would  have  Mr.  Wayne 
Johnson  talk  to  any  member  of  the  committee  who  knows  all  those 
facts. 

Senator  Mead.  Mayor  LaGuardia  made  the  observation  at  the  con- 
clusion of  our  hearing,  which  was  attended  largely  by  the  mayors 
conference,  that  we  had  the  solution  of  the  problem  if  we  had  a  meet- 
ino-  of  the  minds. 

Mr.  Nelson.  Well,  that  is  easy  to  get.  Senator. 

Senator  JNIead.  Our  committee  is  going  to  call  that  group  together 
for  a  round-table  discussion  on  the  Maybank  resolution,  and  I  thought 
I  would  bring  this  up  here  as  a  contribution  to  this  discussion. 

Mr.  Nelson.  May  I  suggest,  sir,  that  you  talk  to  Wayne  Johnson 
so  that  he  can  prepare  the  technical  data  to  be  read}^  for  each  one  of  us? 

The  Chairman.  Mr.  Nelson,  I  noticed  in  your  report  that  you  ap- 
pointed a  rubber  coordinator. 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  Are  you  making  any  surveys  or  inventories  of 
tires  and  cars  on  hand  in  the  hands  of  Government  departments  and 
bureaus  ? 

Mr.  Nelson,  I  can't  tell  you  whether  that  has  been  done  or  not. 

The  Chairman.  The  reason  I  am  asking  you  that  question  is  that 
there  were  some  cattlemen  in  town  yesterday  from  New  Mexico  who 
stated  that  there  were  2,000  cars  being  used  in  the  Bureau  of  Indian 
Affairs  looking  after  the  Indian  and  there  were  11,000  tires  stored  in 
New  Mexico  so  as  to  be  sure  that  the  cars  would  have  tires  to  run. 
I  think  it  would  bear  an  investigation  and  I  think  it  would  be  a  good 
thing  to  look  into  other  bureaus  and  see  that  everybody  else  is  not 
doing  the  same  thing. 

Mr.  Nelson.  I  will  be  glad  to  check  that  for  you. 

Senator  Burton.  I  have  been  interested  in  your  whole  report,  and 
I  want  to  thank  you  for  the  presentation  of  it,  and  I  think  it  is  ex- 
tremel}^  helpful.  In  the  rubber  situation  you  went  into  more  detail 
than  in  the  rest  of  it,  and  you  mentioned  particular  substitutes  for 
crude  rubber.  I  noticed  that  you  did  not  mention  and  therefore  I  am 
asking  you  whether  you  had  learned  anything  about  thiokol  of  the 
Dow  Chemical? 

Mr.  Nelson.  I  would  be  glad  to  tell  you  about  it.  Thiokol  is  a 
resinous  material  similar  to  rubber  which  has  about  331/3  percent  of 
the  wear  to  resistance  that  buna-s  has,  if  you  call  buna-s  100 ;  or  rather, 
let's  take  crude  rubber  at  100,  buna-s  at  90,  butyl  at  60,  and  thiokol 
around  33V3  percent.  I  think  thiokol  has  a  value  and  we  are  going 
to  have  Dow  expand  it  to  the  limit  and  see  how  much  of  it  we  will 
need.  It  has  a  possibility  of  being  a  recapping  medium.  When  we 
strike  the  low  point,  which  will  probably  be  some  time  in  July  of 
'43 — from  there  it  will  begin  to  pick  up  again — thiokol  in  quarter  or 
three-eighths-inch  strips  can  be  used  to  keep  the  essential  tires  run- 
ning. It  is  going  to  be  valuable,  I  believe,  as  an  additional  material 
to  the  reclaimed  rubber  for  recapping  to  keep  essential  tires  going 
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and  may  be  just  that  factor  of  safety  which  we  need  to  avert  a  crisis 
in  essential  civilian  driving. 

Senator  Burton.  As  I  understand  it,  it  was  recommended  by  this 
tire  committee  of  automotive  and  rubber  industries  and  its  particular 
virtue  was  that  it  could  be  produced  quickly. 

Mr.  Nelson.  It  can  be  produced  quickly,  sir,  and  with  a  minimum 
expenditure  of  critical  materials.  I  talked  with  Mr.  Kettering  at 
some  great  length  on  that,  a  man  in  whom  I  have  a  great  deal  of 
confidence,  and  he  expressed  the  point  of  view  of  the  automobile 
people,  and  the  alternatives  of  v.diat  you  could  do,  and  I  am  quite 
in  agreement  with  him  on  that  thing,  to  do  as  much  as  we  can  in 
the  production  of  thiokol,  which  is  diethyline  chloride,  and  there- 
fore does  not  take  up  much  critical  material.  There  is  a  limit  of 
chlorine  because  there  is  somewhat  of  a  crisis  in  the  chlorine  situ- 
ation, but  I  think  we  can  get  something  that  can  add  to  our  supplj'^ 
of  reclaimed  rubber,  so  that  we  can  recap  the  essential  tires.  The 
whole  picture  in  this  rubber  is  this :  We  must  not  let  a  breakdown 
occur  in  the  essential  driving  which  needs  to  be  done.  On  the  other 
hand,  we  cannot  afford  in  wartime  to  have  nonessential  wearing  out 
of  rubber  and  wearing  out  of  critical  materials  for  nonessential  driv- 
ing. We  want,  insofar  as  possible,  to  keep  our  transportation  system 
sound,  to  keep  our  basic  economy  sound. 

Senator  Burton.  The  great  virtue  that  I  saM^  in  the  thiokol  re- 
port that  I  read  was  that  there  is  a  gap  between  the  time  when 
synthetic  rubber  will  be  available,  and  this  may  fill  that  gap. 

Mr.  Nelson.  That  is  right,  for  essentials.  I  don't  believe  it  holds 
out  any  hope,  and  it  must  not  hold  out  anj''  hope  for  needless  and 
useless  driving  of  automobiles. 

The  Chairman.  In  other  words,  it  doesn't  mean  that  every  family 
will  have  retreads. 

Mr.  Nelson.  To  take  long  vacations,  to  use  the  cars,  no.  Our 
whole  endeavor  is  to  keep  the  essential  cars  on  the  road  and  I  think 
you  are  quite  right  in  the  observation,  and  I  am  100  percent  for  it. 

Senator  Burton.  I  had  one  question  along  that  same  line.  You 
also  in  your  report  comment  on  guayule. 

Mr.  Nelson.  That  is  a  diiferent  plant. 

Senator  Burton.  Is  that  being  investigated?  Is  crj^ptostegia  being 
investigated  ? 

Mr.  Nelson.  That  is  right.  A  man  in  town  has  some  of  them 
and  is  coming  to  see  me.  There  are  other  things  and  every  one  of 
those  things  is  going  to  be  run  down  to  the  limit. 

Senator  Ball.  Mr.  Nelson,  I  would  like  to  ask  about  the  copper 
picture.  Can  you  tell  us  how  much  our  production  in  copper  is 
over  a  year  ago? 

Mr.  Nelson.  Yes,  sir;  I  have  the  figures.  It  is  a  relatively  small 
amount  over  a  year  ago.  I  can  get  that  figure  for  you.  It  is  not 
large  in  amount  over  a  year  ago. 

Senator  Ball,  What  are  the  prospects  of  increasing  it  further? 

Mr.  Nelson.  We  are  now  cutting  back  some  of  the  copper  expan- 
sion because  it  can't  come  in  until  very  late  and  for  copper  that  comes 
late  we  are  not  expending  the  critical  materials  to  expand  now. 

Senator  Ball.  The  reason  I  am  asking  that  is  I  recently  went 
through  a  small-arms  munitions  plant,  and  if  the  figures  they  gave 
me  on  it  as  to  what  the  plant  is  going  to  need  for  brass  cartridges 
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are  correct,  I  just  don't  see  where  we  are  going  to  get  it  from. 

Mr.  Nelson.  That  is  correct. 

Senator  Ball.  I  was  wondering  if  we  haven't  reached  the  point  in 
copper  where  we  should  go  out  and  collect  all  bronze  and  brass  that 
we  can  collect,  even  if  we  have  to  take  the  andirons  and  ornamental 
signs  and  decorations. 

Mr.  Nelson.  May  I  say  this,  sir,  that  we  have  plans — progressive 
plans — for  taking  all  copper  that  we  need.  There  is  a  lot  of  copper 
in  the  country. 

Senator  Ball.  I  know  that, 

Mr.  Nelson.  The  first  thing  that  you  can  do  which  will  have  no 
harmful  effect,  is  to  take  off  of  buildings  brass  name  plates  and  bronze 
name  plates,  and  replace  them  with  wooden  ones.  We  have  got  to 
think  in  terms  of  everything  that  is  critical  material  being  replaced 
with  something  else. 

Senator  Ball.  Well,  what  I  was  thinking  of  was  that  recently  I 
was  up  in  Minnesota  and  a  weekly  newspaper  publisher  told  me  that 
he  had  four  or  five  hundred  pounds  of  bronze  or  brass  in  his  basement 
that  he  was  asking  the  Government  to  take.  Another  fellow  said  he 
liad  some  bronze  which  was  from  the  door  of  a  bank;  and  if  your 
shortage  is  anything  like  what  I  think  it  is,  the  Government  should 
take  it. 

Mr.  Nelson.  We  have  progressive  plans  for  doing  that.  However, 
in  thinking  in  terms  of  bronze  doors  you  have  to  replace  them  with 
something. 

Senator  Ball.  Well,  these  have  already  been  replaced  by  steel  doors. 

Mr.  Nelson,  In  those  cases  they  should  put  them  in  the  scrap  col- 
lection which  starts  the  end  of  this  month — an  organized  scrap  col- 
lection. We  have  all  of  those  things  progressively  charted  in  the  pic- 
ture. Now,  name  plates  can  be  immediately  taken  because  a  wooden 
nameplate  in  the  time  of  war  can  do  just  as  well,  and  when  the  war 
is  over  they  can  be  replaced  by  bronze.  Copper  ash  trays — there 
is  a  lot  of  copper  there — there  are  a  million  tons  at  least  in  the 
economy,  but  we  don't  want  to  take  that  until  it  is  absolutely  neces- 
sarj^  because  it  is  still  there;  it  isn't  being  used.  There  is  no  wear 
factor  on  it.  The  Army  and  Navy  do  have  a  problem  on  the  sub- 
stitution of  steel  for  copper.  In  the  shells  from  20  millimeters  and 
up  it  looks  very  good.  As  a  matter  of  fact,  some  of  the  tests  look  as 
if  a  properly  heated  steel  will  be  better  than  copper  and  will  make 
better  shell  cases  than  copper,  and  the  experiments  are  goiiig  along 
actively  in  small  arms  as  Avell.  You  are  quite  right.  There  is  a  lot 
of  this,  and  we  have  it  all  charted.  We  know  where  it  is;  we  know 
how  to  get  different  organizations  together  to  do  it  when  we  need  to 
have  it  come  in. 

Senator  Ball.  You  are  reasonably  confident  then  that  these  am- 
munition facilities  will  not  be  slowed  down  when  they  come  into  pro- 
duction because  of  the  lack  of  raw  materials  ? 

Mr.  Nelson.  I  am  reasonably  certain.  Because  I  have  my  doubts, 
sir,  I  am  not  promising. 

Senator  Ball.  In  this  particular  plant  they  had  already  been  slowed 
up  some  because 

Mr.  Nelson  (interposing).  We  are  having  the  whole  munitions 
program  reviewed  both  here  and  in  England  by  the  Chiefs  of  Staff. 
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They  are  engaged  in  that  now,  to  see  whether  the  program  is  too  large 
or  not. 

Senator  Brewster.  About  renegotiation,  you  have  indicated  in  your 
report  that  you  recognize  the  problem  of  avoiding  excessive  profits 
which  have  been  the  subject  of  much  discussion.  How  much  can  you 
give  us  as  to  the  actual  accomplishment  to  date  in  renegotiation — 
totals? 

Mr.  Nelson.  The  total  of  today  is  about  a  half  a  billion  dollars. 

Senator  Brewster.  Do  you  know  how  many  contracts  that  involves? 

Mr.  Nelson.  Oh,  I  think  it  is  probably  some  twenty-five.  We  are 
hitting  the  big  ones  first. 

Senator  Brewster.  You  have  taken  the  big  ones  first? 

Mr.  Nelson.  That  is  right,  sir.  Now,  what  has  happened  there, 
as  the  manifestation  of  the  price  of  the  thing  which  I  discussed  with 
you  when  I  started,  is  the  number  of  man-hours  which  have  come 
down  and  short  cuts  in  production  which  have  been  achieved,  and  they 
are  able  to  do  this  thing  with  fewer  man-hours  and  even  less  material, 
or  the  substitution  of  other  materials.  Naturally,  the  cost  comes 
down.  I  have  anticipated  this  for  a  year.  I  knew  that  it  was  com- 
ing down  from  my  own  experience  in  merchandising.  As  you  put  a 
thing  into  mass  production,  it  does  come  down  in  even  greater  ratio 
than  your  number  of  man-hours  comes  down  because  you  have  over- 
head, depreciation  and  all  of  those  factors  which  lower  the  cost  of 
your  item  as  your  production  goes  up. 

In  the  early  days  our  manufacturers  had  no  experience  with  the 
making  of  any  of  these  things  and  they  were  made  on  the  basis  of  esti- 
mates, and  most  of  those  estimates  were  based  on  the  experience  of  a 
very  small  production.  Now,  as  your  production  goes  up  in  very 
tremendous  quantities,  your  cost  goes  down,  and  there  must  be  a 
renegotiation  of  this  thing  or  profits  would  be  absolutely  extravagant,, 
and  industry  doesn't  want  them. 

Senator  Brewster.  Do  you  have  any  idea  of  what  the  total  amount 
involved  in  this  renegotiation  to  date  were?  That  is,  what  you  were 
able  to  save  the  half  billion  on  ? 

Mr.  Nelson.  Well,  there  is  a  half  billion  direct  as  refunds. 

Senator  Brewster.  On  past 

Mr.  Nelson  (interposing).  On  past  contracts,  but  I  couldn't  make 
you  an  estimate,  Senator.  If  I  did,  I  would  say  that  it  runs  in  the 
reduction  of  billions  in  cost.  I  could  sit  down  and  cite  you  one  gun 
for  which  they  were  paying  $150.  Now,  as  it  gets  down  to  mass  pro- 
duction and  you  begin  to  produce  it,  that  gun  is  costing  now  less  than 
$50.  That  has  actually  been  a  reduction  in  costs,  so  you  have  the 
two  phases,  the  reduction  in  costs  and  the  renegotiation  of  past  con- 
tracts, and  every  contract  is  subject  to  that  renegotiation,  and  these 
companies  come  in.  It  works  with  the  price  adjustment  committees 
or  with  the  renegotiating  officers,  and  new  costs  are  arrived  at,  at  which 
new  production  comes  in. 

Senator  Brewster.  Are  you  inviting  them  in  or  do  they  in  cases 
come  in  ? 

Mr.  Nelson.  Some  of  them  come  in  of  their  own  accord  because 
they  know  they  are  makiiig  too  much  profit  and  sa}^,  "We  woidd 
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like  to  have  this  looked  at."  And  they  say,  "Our  evstimates  of  costs 
are  far  too  high.    We  are  realizing  lower  costs." 

Senator  Brewster.  Mr.  MacKeachie  told  us  of  setting  up  a  cost 
accounting  division  which  was  going  to  make  reviews.  Those  are 
going  to  be  checks? 

Mr.  Nelson.  Those  are  checks. 

Senator  Brewster.  You  are  seeking  to  detect  any  cases  where  there 
would  be  something  very  excessive? 

Mr.  Nelson.  Yes;  and  we  are  doing  that  now.  That  was  recently 
set  up  under  Tom  Sanders,  whom  we  borrowed  from  Harvard  Busi- 
ness School,  and  he  has  now  been  doing  that  for  a  year.  The  negotia- 
tion officers  are  the  principals  themselves  so  that  tliey  themselves  will 
accomplish  tliis  when  we  contract  with  a  manufacturer  to  take  ac- 
count of  changed  elements  of  cost  due  to  increased  production. 

Senator  Brewster.  How  lai'ge  a  division  is  that  under  Mr. 
Sanders? 

Mr.  Nelson.  Oh,  it  is  relatively  small  because  the  work  is  done 
along  with  others. 

Senator  Brewster.  With  other  agencies? 

Mr.  Nelson.  Yes.  Even  the  Division  of  the  Treasury  helps  us 
in  it. 

The  Chairman.  This  committee  hasn't  called  in  any  of  these  com- 
panies because  we  wanted  to  give  your  organization  a  chance  to  get 
this  renegotiation  done,  but  if  there  are  any  of  these  outfits  in  any 
way  recalcitrant,  and  you  want  to  have  a  public  hearing  and  air 
out  just  what  the  situation  is  with  them,  we  would  be  glad  to  arrange 
to  do  it. 

Mr.  Nelson.  All  right,  Senator. 

Senator  Ball.  That  500,000,000  figure — the  amount  that  has  been 
refunded,  is  that  the  result  of  renegotiation  or  the  total  amount  of 
the  contracts  ? 

Mr.  Nelson.  No,  sir;  that  is  the  refund.  This  is  the  report  from 
the  Army  signed  by  Russell  B.  Stearns,  Chairman  of  the  Price  Ad- 
justment Board,  which  has  been  set  up  in  cooperation  with  all  of 
our  agencies  under  an  Executive  order  signed  by  W.  P.  B.  and  the 
Army  and  tlie  Navy. 

Senator  Ball.  "V^^iat  was  the  total  amount  of  those  contracts 
originally  ? 

Mr.  Nelson.  I  don't  have  that  figure  here,  but  this  is  the  estimated 
amount  as  of  June  20 — the  estimated  amount  of  voluntary  refunds 
on  price  reductions  on  existing  contracts  and  reduced  prices  on  new 
contracts  arising  from  negotiation  and  renegotiation  from  the  period 
of  April  15  to  June  15.  This  is  only  a  part  of  it.  The  Navy  also 
has  another  250,000,000  in  this  particular  picture.     This  is  the  Army. 

Senator  Burton.  Mr.  Nelson,  I  was  interested  in  your  comment 
in  your  report  on  the  fact  that  you  found  it  wise  to  proceed  on  this 
basis  of  company  renegotiation  and  not  on  the  basis  of  contract  by 
contract,  in  order  that  the  losses  on  one  contract  might  be  taken  into 
consideration  with  the  profits  on  another. 

Mr.  Nelson.  That  is  perfectly  necessary,  sir. 

Senator  Burton.  That  seems  important  and  sound  to  me.  I  wonder 
how  you  then  found  a  stopping  period.     Do  you  do  it  on  an  annual 
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basis  or  when  do  yon  cut  off  the  examination  of  the  compan^^  later? 
It  is  a  little  difficult. 

Mr.  NELSoisf.  It  is  very  difficult,  sir,  and  I  think  the  price  adjustment, 
the  way  I  conceive  of  these  thinjjs,  and  the  price  adjustment  boards 
should  not  try  to  take  the  last  peimy ;  that  should  be  the  excess-profits 
tax  by  Congress,  but  you  should  take  the  big  ones,  the  cream,  because 
when  you  take  it  you  avoid  its  being  wasted. 

Senator  Burton.  But  you  can't  just  wait  until  the  end  of  the  war. 
You  will  have  to  cut  it  off  at  some  period. 

Mr.  Nelson.  That  is  a  very  difficult  thing.  But  again,  if  you  view 
it  from  the  standpoint  of  the  fact  that  you  are  not  attempting  to  take 
the  last  penny  of  adjustment,  but  you  are  attempting  to  get  the  bulk 
of  it  letting  the  excess-profits  taxes  take  the  remainder,  I  think  you  will 
not  have  the  danger  which  I  always  fear  in  this.  I  am  worried 
about  the  profit  a  company  makes,  but  on  the  other  haiid,  I  don't 
think  we  should  impair  the  capital  structure  of  the  company.  In 
other  words,  I  think  a  company,  even  if  it  doesn't  make  a  profit,  even 
though  I  prefer  to  see  a  profit,  because  there  is  always  more  of  an  in- 
centive, is  not  in  too  bad  a  situation,  but  when  you  are  taking  a 
capital  loss,  then  you  are  affecting  the  life  of  the  company  whether  it 
be  large  or  small. 

Senator  Bukton.  Then,  it  would  be  necessary  to  do  that  with  con- 
siderable flexibility?^ 

Mr.  Nelson.  That  is  right.  Each  case  will  be  a  separate  case  rather 
than  general  renegotiation. 

Senator  Burton.  I  was  interested  to  see  what  you  apparently 
reached  as  a  conclusion  in  the  report  that  you  felt  there  was  a  place 
for  renegotiation  of  contracts  to  avoid  excessive  profit  in  addition  to 
and  apart  from  what  can  be  done  by  the  excess-profits  tax.  You 
would  not.  at  least,  leave  it  all  to  taxes. 

Mr.  Nelson.  As  I  say,  sir,  I  think  you  should  skim  the  cream  of  the 
milk  that  is  in  the  bottle  and  put  the  amount  of  fat  that  remains  in 
the  bottle — if  you  are  a  farmer  you  will  understand  what  I  mean — 
it  is  apparent  that  should  be  taken  over  by  the  excess-profits  taxes  and 
that  is  a  figure  after  the  facts.  There  is  no  danger  of  impairment  of 
capital  because  of  reduction  of  price. 

Mr.  Fulton.  Also  the  competitive  situation  is  important.  Its  com- 
petitor structure  after  the  vrar  or  its  ability  to  compete  after  the  war 
might  be  entitled  to  a  little  better  or  a  little  bit  more  than  one  who  is 
making  a  lower  profit,  but  who  was  improving  that. 

Mr.  Nelson.  That  must  be  taken  into  consideration.  There  is  no 
one  formula  that  we  can  use  in  this  picture. 

Mr.  Fulton.  I  wanted  to  say  also  in  connection  with  this  point  about 
raw  materials  running  out,  that  the  very  fact  that  you  liave  been  so 
successful  in  increasing  beyond  what  was  expected  in  lines  of  pro- 
duction in  one  sense,  made  much  greater  problems  for  you  in  the  raw 
materials. 

Mr.  Nelson.  That  is  right. 

Mr.  Fulton.  One  problem  creates  another. 

Mr.  Nelson.  One  problem  creates  another,  that  is  right. 

Mr.  Fulton.  I  want  to  thank  you  for  the  extreme  cooperation  we 
have  been  receiving  from  the  W.  P.  B.  and  all  the  people  who  we  have 
had  occasion  to  ask  questions  from. 
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Mr.  Nelson.  You  will  continue  to  get  it,  sir. 

The  Chairman.  I  want  to  say  right  here,  as  I  said  awhile  ago,  that 
the  report  is  good.  It  sets  out  a  decided  improvement  along  the  lines 
that  \Te  called  attention  to  in  the  report  of  January  15.^  We  see  that 
you  followed  a  lot  of  these  suggestions  and  the  committee  is  very, 
very  much  pleased  with  the  problems  that  you  have  settled,  and  we 
want  to  be  helpful  in  the  problems  that  may  face  you  in  the  future. 
There  is  a  prospect  that  due  to  some  serious  requests  that  have  been 
made  of  the  committee  that  we  will  want  to  go  into  the  steel  program. 
I  don't  know  whether  we  will  want  to  do  that  immediately  or  not,  but 
if  Ave  shall  want  that  we  want  your  cooperation  also. 

Mr.  Nelson.  You  will  get  it. 

The  Chairman.  We  are  trying  to  work  out  plans  to  go  into  that  in 
some  detail  and  we  would  like  to  have  that. 

Mr.  Nelson.  Well,  you  will  get  it  100  percent. 

The  Chairman.  We  thank  you  very  much,  and  we  appreciate  very 
much  your  coming  up. 

(Whereupon,  the  committee  adjourned  at  11 :  50  a.  m.  subject  to  the 
call  of  the  chairman.) 

•  Referring  to  committee's   Interim  Report,   Senate  Report  480,  Part  5. 
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WEDNESDAY,   JULY  22,    1942 

United  States  Senate, 
Special  Committee  Inv'estigating 

the  National  Defense  Program, 

Washington,  D.  C. 

The  committee  met  at  10:35  a.  m.,  pursuant  to  adjournment  on 
Thursday,  June  25,  1942,  in  room  318,  Senate  Office  Building,  Senator 
Harry  S.  Truman,  presiding. 

Present :  Senators  Harry  S.  Truman,  chairman,  Ralph  O.  Brewster, 
and  Harley  M.  Kilgore. 

Present  also:  Mr.  Hugh  A.  Fulton,  chief  counsel;  Mr.  Charles  P. 
Clark,  associate  chief  counsel. 

The  Chairman.  The  committee  will  come  to  order. 

I  have  an  announcement  I  wish  to  read  before  I  start  the  regular 
committee  hearing  this  morning. 

This  committee  has  been  very  much  concerned  over  the  great 
number  of  sinkings  of  American  cargo  vessels,  and  has  held  private 
sessions  for  tlie  purpose  of  ascertaining  what  practical  steps  can  be 
taken  to  remedy  the  situation. 

.  The  sinkings  have  increased  rather  than  decreased,  and  more  ships 
are  being  sunk  than  are  being  built. 

Consequently,  the  committee  was  very  much  interested  in  the  pro- 
posed shipyard  for  Higgins  Industries  at  New  Orleans.  Senator 
EUender,  of  Louisiana,  requested  the  committee  to  examine  the 
Higgins'  yard,  and  several  months  ago  a  number  of  the  members 
of  the  committee  and  Senator  Ellender  went  to  New  Orleans  and 
spent  several  days  with  Mr.  Higgins. 

The  committee  thereafter,  in  private  session,  asked  Admiral  Vick- 
ery,  of  the  Maritime  Commission,  to  supply  it  with  facts  concerning 
the  yard  and  was  assured  by  him  that  the  Maritime  Commission  con- 
sidered the  proposed  plan  of  construction  to  be  entirely  feasible,  and 
placed  great  reliance  in  Mr.  Higgins'  ability  to  build  the  ships  so 
sorely  needed,  and  that  the  Maritime  Commission  expected  to  have 
sufficient  steel  unless  it  was  diverted  to  other  purposes. 

Consequently,  the  committee  was  surprised  to  learn  that  the  con- 
tract was  to  ho,  canceled  after  millions  of  dollars  of  Government 
money  had  been  expended  in  connection  therewith,  and  at  a  time 
when  the  need  was  even  more  apparent  than  at  the  time  of  the  grant- 
ing of  the  contract. 

The  assigned  reason  that  steel  is  lacking  also  touches  a  subject  in 
which  the  committee  has  been  conducting  investigations. 
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The  committee  is  also  interested  in  the  suggestion  of  Mr.  Henry 
Kaiser  that  if  sliips  cannot  be  built,  some  of  the  shipyards  can  be 
used  to  construct  cargo  planes. 

The  committee  Avill,  therefore,  hold  public  hearings  commencing 
Tuesda}^,  July  28,  at  which  Mr.  Higgins  and  officials  of  the  iNIaritime 
Connnission  Avill  be  heard  with  respect  to  the  Higgins  shipyard  and 
the  cancelation  of  its  contract,  and  at  which  IVIr.  Kaiser  and  Mr.  Glenn 
Martin  and  officials  of  the  War  Production  Board  will  he  heard  con- 
cerning the  plan  for  cargo-carrying  airplanes.^ 

The  connnitlee  hearings  Avith  respect  to  steel  will  start  on  Thursday,^ 
August  0.^    Witnesses  will  be  announced  at  a  later  time. 

Mr.  Blandford,  will  you  please  take  the  witness  stand.  You  have 
never  testified  before  this  conunittee,  have  you,  Mr.  Blandford? 

Mr.  BLANDFom).  No,  sir. 

The  CuAiKMAN.  Will  you  raise  your  right  hand.  Do  you  solemnly 
swear  to  tell  the  truth,  the  whole  truth,  and  nothing  but  the  truth 
in  what  you  are  about  to  say  before  this  conunittee,  so  help  you  God? 

Mr.  l^LANDFORD.    1   do. 

The  Chairman.  Just  be  seated".  Sit  next  to  the  reporter.  It  is 
easier  for  him  to  hear. 

IVfr.  Blandford.  All  right. 

TESTIMONY  OF  JOHN  B.  BLANDFOED.  JR..  ADMINISTRATOR, 
NATIONAL  HOUSING  AGENCY 

The  Chairman.  As  you  know,  we  are  very  nuu-h  interested  in  the 
Willow  Run  housing  project  and  the  situation  as  it  has  now  developed. 
We  postponed  this  hearing  for  several  weeks  at  your  request,  to  go 
further  into  the  nuitter. 

I  understand  that  you  have  a  statement  that  you  want  to  make  to 
the  committee  this  morning  that  we  will  be  glad  to  hear. 

ORGANIZATION  AND  FUNCTIONS  OF  NATIONAL  HOUSING  AGENCY 

INTr.  Bi,ANDFORD.  IVfr.  Chairman,  I  do  have  a  short  statement.  Be- 
fore reading  it  I  would  like  to  inquire  if  it  wcSuld  be  hel})ful  to  you 
and  the  members  of  the  conunittee  if  I  made  a  brief  informal  explana- 
tion of  the  National  Housing  Agency  set-up. 

The  Chairiman.  I  think  it  would  be  most  interesting.  We  would  be 
glad  to  hear  it. 

Mv.  Blandford.  Very  briefly,  sir,  the  National  Housing  Agency  was 
established  February  24,  19-4li,  by  Executive  order.  It  was  designed 
to  bring  together  into  one  agency  all  of  the  activities  of  the  Federal 
Government  with  respect  to  nonrural  housing.  Some  16-odd  agencies 
and  administrative  units  were  thus  consolidated  into  the  National 
Housing  Agency. 

The  Chairman.  That  was  along  the  lines  that  had  been  recom- 
mended by  this  committee  in  its  report  of  January  15,  1942.  Wasn't 
it  substantially  that? 

Mr.  Blandford.  In  principle,  yes.  There  was  considerable  support 
for  such  a  consolidation. 

As  established,  the  National  Housing  Agency  is  a  relatively  simple 
set-up.  It  consists  of  the  Administrator''s  Otlice  and  three  large  con- 
stituent luiits:  The  Federal  Home  Loan  Bank  Administration,  which 

'  Hearings   on   steel   and   cargo   planes  will   appear  in   Hearings,  Part   14. 
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performs  functions  identical  with  those  of  the  previous  Board;  the 
Federal  Housing  Administration,  which  is  concerned  with  the  in- 
surance of  real-estate  mortgages;  and  the  Federal  Public  Housing 
Authority,  wliich  is  a  consolidation  of  the  older  United  States 
Housing  Authority  plus  a  considerable  number  of  administrative 
units  that  had  been  -set  up  to  carry  on  war  housing.  Those  agen- 
cies have  pretty  well  stripped  their  decks  and  streamlined  their  work, 
to  concentrate  on  the  job  of  war  housing. 

As  we  carry  on  the  job  in  the  National  Housing  Agency,  the 
Administrator's  Office  undertakes  the  responsibility  for  determining 
the  need  for  war  housing  and  programing  to  meet  this  need.  The 
three  constituent  units  are  then  responsible  for  carrying  out  these  pro- 
grams. For  example,  the  Federal  Public  Housing  Authority  exe- 
cutes programs  for  war  housing  financed  out  of  public  funds.  That 
unit,  after  the  Administrator's  Office  has  programed,  is  responsible 
for  the  selection  of  sites,  the  design  of  the  project,  the  letting  of 
contracts,  the  supervision  of  construction,  and  the  management  of 
the  project  when  completed. 

The  Administrator's  Office,  in  pi-ograming,  has  a  system  of  10 
regional  offices;  and  increasingly,  under  our  new  policy,  the  pro- 
graming responsibility  is  being  decentralized  and  carried  on  in  the 
regional  offices.  It  is  the  particular  intent  and  practice  of  the  Na- 
tional Housing  Agency  and  its  regional  offices  to  do  programing  in 
close  coojieration  witli  our  constituent  units,  to  give  them  a  preview 
of  the  job  that  they  have  to  execute,  and  to  tap  their  background  and 
experience.  Second,  it  is  our  intent  and  practice  to  cooperate  with 
all  other  Federal  agencies  that  have  an  interest.  Third,  and  perhaps 
most  important,  we  must  tie  in  completely  with  the  local  communi- 
ties— official  and  civic  groups,  management,  and  labor — in  this  pro- 
graming pi'ocess. 

Finally.  I  would  like  to  offer  this  explanation:  The  National  Hous- 
ing Agency,  in  programing  war  housing,  does  so  within  a  definite 
framework,  set  in  the  first  instance  by  Congress  and  its  statutes  and 
policies,  its  authorizations  and  appropriations.  This  is  added  to  by 
the  War  Production  Board  with  particular  reference  to  the  availa- 
bility of  materials  and  a  system  of  priority  administration:  and, 
finally,  there  is  a  ])attern  of  labor  supph' — manpower  availability — 
established  by  the  War  Manpower  Commission. 

Within  that  framework  National  Housing  Agency  endeavors  to 
determine  the  need  for  war  housing  and  in  that  process  consults  and 
works  closely  with  the  Federal  Works  Agency  with  respect  to  com- 
munity facilities,  with  the  Office  of  Defense  Transportation  on  trans- 
portation problems,  and  with  other  agencies  such  as  the  National 
Resources  Board. 

I  believe,  ]\Ir.  Chairman,  that  this  gives  a  brief  sketch  of  the  frame- 
work within  which  we  work. 

Now,  if  I  may,  I  should  like  to  read  this  short  statement,  sir,  which 
I  think  is  responsive  to  the  committee's  interest  in  this  problem  and 
arises  out  of  a  review  of  the  housing  problem  in  the  Willow  Run  area 
started  many  weeks  ago. 

The  National  Housing  Agency  welcomes  this  opportunity  to  dis- 
cuss the  war  housing  problem  in  the  Willow  Run  bomber  plant  area. 
The  problem  there  has  been  complex  and  the  facts  have  changed  w  ith 
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the  war  situation.  But  we  are  applyinji  there  the  same  objective 
principles  of  programing  that  we  use  throughout  the  country. 

First  of  all,  in  the  case  of  "Willow  Run,  as  elsewhere,  the  National 
Housing  Agency  has  sought  and  obtained  assistance  from  many 
sources.  Some  of  the  agencies  participating  in  the  development  of  a 
program  for  Willow  Run  have  been  the  War  Manpower  Commission, 
the  Office  of  Defense  Transportation,  the  Federal  Woi'ks  Agency, 
the  War  Production  Board,  the  National  Resources  Phmning  Board, 
and  various  local  agencies  in  the  Detroit  metropolitan  area.  In 
addition,  we  have  had  advice  and  cooperati(m  from  laboi-  groups  and 
management. 

The  National  Housing  Agency,  in  programing  war  housing,  has  to 
deal  with  principles  and  with  facts.  Tlie  principles,  although  re- 
shaped from  time  to  time,  are  fairly  stable  and  simple.  While  in 
force  they  are  api)lied  uniformly  to  various  localities.  In  summa- 
tion, these  principles  boil  down  to  the  proposition  that  each  locality 
shall  obtain  the  minimum  amount  of  war  housing  it  needs,  insofar 
as  the  materials  can  be  made  available.  This  nde  has  been  applied, 
fand  is  still  being  applied,  to  the  Willow  Run  area. 

Tlie  facts  with  which  the  National  Housing  Agency  has  to  deal 
vary,  naturally,  from  place  to  place.  What  is  more  important,  the 
facts  vary  from  time  to  time  in  any  one  place — facts  with  regard  to 
the  amount  of  war  contracts  to  be  let  in  a  particular  area,  the  amount 
of  plant  expansion  contemplated,  the  feasible  utilization  of  local 
labor  supply,  the  types  and  numbers  of  men  being  drawn  by  the 
Army,  the  number  of  in-migrant  workers  required,  the  amount  of 
critical  materials  there  and  then  available  for  the  housing  of  these 
in-migrants. 

In  the  Willow  Run  area,  there  have  been  changes  in  facts  recently, 
which  have  necessitated  a  change  in  programing.  Very  briefly,  in 
February  and  March  of  this  year,  the  United  States  Employment 
Service  and  the  War  Production  Board  developed  estimates  that  the 
peak  of  war  employment  in  manufacturing  in  the  whole  Detroit  area 
would  be  about  742,000  persons;  and  that  this  would  require  an  in- 
migration  of  war  workers  ranging  from  a  low  of  140,000  to  a  high 
of  more  than  200,000.  At  the  same  time,  the  same  agencies  and  the 
ford  Co.  estimated  that  peak  employment  at  the  bomber  plant  at 
Willow  Run  would  come  to  about  100,000.  _      ^ 

On  the  basis  of  these  estimates,  the  National  Housing  Agency  de- 
veloped a  housing  program  during  March  and  April  1942.  New 
construction  was  programed  to  take  care  of  47,000  of  the  100,000 
workers  anticipated  at  the  bomber  plant.  The  remainder  of  the 
workers  were  expected  to '  commute  from  Detroit  or  other  areas 
within  commuting  distance,  or  to  find  accommodations  somewhere 
in  the  surrounding  territory ;  but  it  was  recognized  that  the  program 
was  too  small  to  provide  for  all  the  workers  to  be  employed. 

But  the  facts  changed.  In  May  the  AVar  Production  Board  deter- 
mined that  excessive  materials  and  manpower  would  be  required  for 
housing  and  utilities,  if  war  manufacturing  employment  in  the  whole 
Detroit  area  exceeded  675,000  at  the  war  peak.  This  contrasted  with 
the  742,000  earlier  indicated.  On  the  basis  of  this  lower  figure,  and 
relying  upon  constantly  improving  devices  for  the  use  of  local  women 
in  industry,  the  W.  P.  B.  oi-dered  that  the  in-migration  of  war  work- 
ers into  the  whole  Detroit  area  should  be  kept  down  to  75,000,  instead 
of  about  150,000.     In  May  and  June,  continuing  its  revisions,  the 
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W.  P.  B.  and  the  Ford  Co.  placed  peak  employment  at  the  Willow 

Run  plant  at  about  60,000.  contrasted  with  the  100,000  earlier  con- 
templated. 

WIIXOW   RUN    HOUSING   PROGItAM  ^ 

Mr.  Blandford.  On  the  basis  of  these  changing  facts,  the  National 
Housing  Agency  developed  a  new  housing  program  for  the  Willow 
Run  area.  This  new  program  contemphites  the  construction  of  tem- 
porary dormitories  for  3,000  single  workers,  temporary  dormitory 
apartments  for  1,000  two-person  families,  4.500  family  dwelling  units 
built  witli  public  funds,  and  4.500  family  dwelling  units  built  by  pri- 
vate enterprise.  The  private  family  units  will  be  within  a  radius  of 
approximately  10  miles  of  the  plant.  Of  the  public  family  units,  2,500 
will  be  constructed  within  the  vicinity  of  the  plant  and  2,000  will  be 
constructed  in  Wayne  and  Inkster. 

This  housing  program  is  designed  to  provide  new  construction  for 
15,750  workers,  leaving  the  remainder  for  the  time  being  to  be  pro- 
vided for  by  commuting  from  Detroit  and  other  areas  and  by  using 
existing  structures  in  the  surrounding  territor}^  Superficially,  it 
might  seem  that  our  new  or  adjusted  housing  program  is  smaller,  in 
proportion  to  employment  at  the  plant,  than  the  old  program.  But 
upon  analysis,  this  is  not  so.  For  new  construction  is  programed, 
not  in  terms  of  total  employment,  but  rather  in  terms  of  the  excess  of 
em])loyment  over  the  capacity  of  existing  facilities.  I  stress  this 
point  to  make  it  clear  that,  while  we  have  cut  down  the  program  to 
fit  the  size  of  the  job,  we  are  consistently  following  the  principle 
that  minimum  necessary  housing  should  be  provided. 

I  should  like  to  have  inserted  at  this  point  in  the  record  a  detailed 
justification,  or  comparison,  showing  the  housing  requirements  for 
peak  employment  of  100,000  and  CO.OOO,  respectively,  in  the  Willow 
Run  area. 

The  Chairman.  It  will  be  inserted. 

(The  tabulation  referred  to  was  marked  "Exhibit  No.  535"  and  is 
included  in  the  appendix  on  p.  5373.) 

Mr.  Blandford.  These  figures  will  make  it  clear  that,  while  our 
current  methods  of  programing  are  tighter,  the  reduction  in  esti- 
mated housing  requirements  has  been  due  to  a  change  in  the  size  of 
tlie  program  at  Willow  Run,  rather  than  in  our  basic  methods  of 
programing. 

The  Willow  Run  program,  furthermore,  reflects  that  the  National 
Housing  Agency  is  studying  constantly  those  methods  of  construc- 
tion, of  programing,  and  of  control  which  will  use  the  least  materials 
consistent  with  doing  the  job  and  maintaining  decent  standards. 

In  the  case  of  Willow  Run,  we  are  proposing  to  save  critical  ma- 
terials in  two  ways :  First,  by  using  in  the  Willow  Run  area  a  type 
of  housing  structure  which  uses  only  25.G  percent  as  much  critical 
materials  as  the  comparable  pre-war  structure;  and  second,  by  cut- 
ting down  the  total  volume  of  the  Willow  Run  program  in  accordance 
with  the  reduced  need.  In  summary,  the  housing  construction  pro- 
gram for  the  Willow  Run  area  as  of  April  24,  1942 — public  and  pri- 
vate— contemplated  the  use  of  33,536.1  tons  of  critical  materials. 
The  adjusted  program  contemplates  the  use  of  only  13,802.6  tons  of 

1  In  this  connection  see  correspondence  between  Maury  Maverick,  chairman.  Willow 
Run  Commitree.  W.  P.  B..  Mr.  Blandford  and  Senator  Tnimnn,  ajmendix,  pp.  5407-5410. 
See  also  statement  of  C.  I.  O.  committee  on  housing,  appendix,  p.  5411. 
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critical  materials,  a  saving  of  19,733.5  tons,  or  approximately  58.8 
percent. 

I  ask  to  have  inserted  in  the  record  at  this  point  a  series  of  useful 
tables  bearing  upon  the  critical  material  situation. 

The  Chairman.  That  is  so  ordered. 

(The  tables  referred  to  were  marked  "Exhibit  No.  536"  and  are 
included  in  the  appendix  on  p.  5374.) 

]\Ir.  BLANDrt)RD.  The  committee,  I  am  sure,  is  familiar  Avith  various 
suggestions,  whereby  it  is  claimed  that  we  might  further  save  critical 
materials  in  connection  with  the  proposed  Willow  Run  program.  I 
should  like  just  a  few  moments  in  which  to  discuss  these  suggestions 
one  by  one. 

First,  it  has  been  suggested  that  we  could  save  critical  materials  by 
not  programing  a^y  permanent  housing  in  the  Willow  Rvm  area. 
In  this  connection,  the  committee  will  note  the  table  showing  the 
comparative  critical  materials  for  various  types  of  public  housing. 
This  table  indicates  that  the  temporary  war  house  uses  90  percent 
as  much  critical  materials  as  the  permanent  war  house,  which  we  have 
developed  at  so  large  a  saving  over  the  pre-war  permanent  house. 
We  do  not  believe  that  this  saving  of  only  10  percent  per  house  jus- 
tifies the  waste  that  would  be  involved  in  starting  with  temporary 
family  units  at  Willow  Run,  at  least  with  regard  to  the  4,500  public 
family  units  in  the  adjusted  program.  Temporary  housing  involves 
a  substantial  loss  to  the  Government,  with  nothing  but  salvage  value 
recouped  after  the  war.  Permanent  housing,  either  for  rent  or  for 
sale,  should  return  to  the  Government  the  entire  investment.  Cer- 
tainly, one  of  the  newest  and  finest  and  most  durable  plants  in  the 
world,  which  has  the  machinery  to  employ  100,000  men,  will  employ 
enough  men  to  occupy  these  4,500  permanent  family  units  after  the 
war. 

Second,  it  is  suggested  that  we  could  save  critical  materials  by 
building  fewer  houses.  The  facts  are  that,  whether  we  build  at  Wil- 
low Run  or  somewhere  else,  the  minimum  of  new  construction  repre- 
sented by  the  adjusted  program  must  be  built  somewhere  if  employ- 
ment at  the  plant  is  to  reach  60,000.  I  should  like  to  insert,  at  this 
point  in  the  record,  a  short  statement  on  the  critical  housing  shortage 
in  the  whole  Detroit  area. 

The  Chairman.  That  is  entirely  satisfactory. 

(The  statement  referred  to  was  marked  "Exhibit  No.  537"  and 
appears  in  full  in  the  text  below.) 

Mr.  Blandfokd  (reading)  : 

Critical  Housing  Shortage  in  Whole  Detroit  Area 

(1)  Housing  census  1940 — vacancy  ratio  of  3.2  percent  in  Detroit-Ypsilauti 
area. 

(2)  W.  P.  A.  survey  April  1942 — 0.6  percent  vacancy  ratio  in  Detroit  alone 
and  0.4  percent  in  Detroit  and  nearby  cities. 

(3)  Homes  Registry  Office,  Detroit,  June  20,  1942,  reported  128  vacant  family 
dwelling  units  and  1,800  rooms  listed  for  rent  in  the  Detroit  area. 

(4)  Homes  Registry  Office,  Ypsilanti,  June  20,  1942,  reported  24  vacant  family 
dwelling  units  and  274  rooms  listed  for  rent. 

It  indicates  an  alarmingly  low  vacancv  ratio  of  only  0.4  percent 
in  Detroit  and  nearby  cities,  as  of  April  1942. 

Third,  it  has  been  suggested  that  critical  materials  could  be  saved 
by  building  on  improved  vacant  lots  in  the  Detroit  metropolitan  area. 
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Most  of  the  private  housing  will  be  on  lots  with  some  utilities  in- 
stalled. Recent  studies  indicate  that  the  lots  within  a  reasonable 
commutino-  distance  of  the  Willow  Kun  plant  will  be  no  more  than 
sufficient  to  serve  the  private  housino-  proo-rammecl  for  that  plant. 
So  far  as  lots  beyond  a  reasonable  commuting-  distance  are  concerned, 
it  is  still  hoped  that  the  private  building  operations  in  the  Detroit 
area,  othe-r  than  Willow  Kun  will  utilize  a  good  part  of  these  lots. 
More  specifically,  I  should  like  to  introduce  at  this  point  a  very 
detailed  study  made  in  connection  witli  the  original  site  selection 
study,  showing  the  numerous  limitations  on  the  use  of  these  lots. 

(The  study  referred  to  was  marked  "P^.xhibit  No.  538"  and  is 
included  in  the  appendix  on  p.  5377.) 

Mr.  BLA^'D^oED.  Fourth,  it  has  been  suggested  that  critical  mate- 
rials Avould  be  saved  if  all  of  the  needed  additional  public  housing 
for  worlvers  at  the  Willow  Run  plant  were  provided  in  Detroit,  thus 
eliminating  the  necessity  for  the  construction  of  a  supply  water  main 
to  the  Willow  Run  area.  It  is  true  that  a  substantial  quantity  of 
materials  will  be  used  in  the  construction  of  this  water  main.  I 
would  like  to  insert,  at  this  point  in  the  record,  a  statement  bearing 
npon  this  matter,  furnished  bj'  the  Federal  Works  Agency. 

(The  statement  referred  to  was  marked  "Exhibit  No.  539''  and  is 
inchided  in  the  appendix  on  p.  5378.) 

Mr.  Blandfori).  As  against  the  critical  materials  required  for  the 
supply  water  main,  we  must  balance  the  transportation  problems  that 
would  be  involved  if  we  built  no  housing  in  the  Willow  Run  area. 
Even  with  such  housing  at  Willow  Run.  it  is  contemplated  that  about 
22.200  workers  at  the  plant  will  commute  from  Detroit.  All  of  our 
information  counsels  us  against  the  further  strain  upon  transporta- 
tion, already  overtaxed,  if  the  more  than  10,000  workers  whom  we 
plan  to  house  in  public  projects  near  the  plant  were  forced  instead  to 
commute  from  Detroit.  The  location  of  this  reasonable  fraction  of 
the  workers  in  closer  proximity  to  the  plant,  is  consistent  with  accepted 
national  policy  directed  toward  a  rational  distribution  of  the  burden 
upon  transportation  and  other  facilities. 

Moreover,  transportation  over  long  distance  involves  costs  in 
money  and  in  production  efficiency.  Each  worker  commuting  from 
Detroit  to  Willow  Run  pays  about  $1  a  day,  or  about  $25  a  month, 
in  fares.  The  War  Production  Board,  in  connection  with  priorities 
for  private  housing,  recognizes  that  more  than  40  cents  a  day  for 
transportation  is  an  unreasonable  burden  upon  the  wage  earner. 
And  since  the  Willow  Run  plant  is  owned  by  the  Government,  it  is 
fair  to  assinne  that  excessive  transportation  costs  are  paid  ultimately 
by  the  public  in  one  way  or  another.  In  addition,  commuting  from 
Detroit  to  Willow  Run  by  public  transportation  involves  on  the 
average  more  than  3  hours  of  travel  per  day.  This  undoubtedly  pro- 
duces fatigue  and  lessens  efficiency. 

We  must  use  our  best  judgment  in  weighing  the  relative  merits  of 
different  solutions,  in  terms  of  the  advancement  of  the  war  effort.  In 
the  final  analysis,  the  War  Production  Board  must  make  the  decisions 
involving  the  best  use  of  the  materials  at  hand.  We  believe  it  to  be 
more  economical  and  more  effxient  to  build  the  supply  water  main 
once,  rather  than  to  transport  thousands  of  workers  300  times  a 
year.     This  is,  of  course,  subject  to  review. 
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The  decision  as  to  how  much  housing  to  program  for  the  Willow 
Kun  area  involves  a  nice  balance  of  many  factors.  Some  of  these 
factors  are  imponderables,  and  not  subject  to  exact  measurements. 
All  we  can  sa_y  with  surety  is  that  we  have  brought  to  bear  the  best 
and  most  exact  measurements  that  are  available  to  us.  We  have 
also  brought  to  bear  the  best  efforts  within  our  competence.  We  be- 
lieve tliat  we  have  achieved  a  sound  result,  and  that  the  interests  of 
production  at  the  Willow  Run  plant  and  the  interests  of  the  country 
as  a  whole  require  that  the  program  move  ahead  without  delay. 

The  Chairman.  Now,  Mr.  Fulton,  did  you  have  a  question? 

Mr.  Fulton.  Mr.  Bland  ford,  this  original  housing  project,  as  I 
understood  it,  made  i)rovision  for 

The  Chairman  (interposing).  If  you  desire  to  have  somebody  sit 
with  you  you  may  do  so. 

Mr.  Fulton.  Ten  thousand  dormitories  and  now  it  is  reduced  by 
70  percent  to  3,000  in  dormitories.  Do  you  have  the  figures  as  to 
the  cost  of  that  original  dormitory  program? 

Mr.  Blandford.  We  have  e.stimated,  for  the  previous  program  and 
the  present  one,  that  each  dormitory  unit  would  cost  $1,000. 

Mr.  Fulton.  For  each  man? 

Mr.  Blandford.  Per  unit  or  per  man.  In  the  original  program  this 
would  come  to  $10,000,000  for  the  dormitories,  and  in  the  present  pro- 
gram $3,000,000. 

Mr.  Fulton.  Then  with  respect  to  the  temporary  dormitory  apart- 
ments, I  understood  your  estimate  to  be  $2,000  per  apartment. 

Mr.  Blandford.  Per  apartment — per  unit. 

Mr.  Fulton.  And  that  would  be? 

Mr.  Blandford.  $16,000,000  in  the  original  program  and  $2,000,000 
in  the  present. 

Mr.  Fulton.  Those  were  to  be  used,  I  believe,  for  people  who 
were  both  working — husband  and  wife — in  the  plant,  and  there 
were  no  children. 

Mr.  Blandford.  They  are  to  be  used,  sir,  to  house  workers  with 
two-person  families;  in  other  words,  where  there  are  no  children. 
We  assume,  on  an  average,  one  and  a  half  workers  per  couple;  in 
other  words,  that  every  other  wife  works.  The  provision  of  this  type 
of  facility  represents  efforts  on  our  part  within  the  last  few  months 
to  design  a  type  that  would  be  adequate  and  decent,  but  economical 
of  materials.  The  dormitoi-y  apartment  is  new,  it  is  experimental,  and 
we  are  not  sure  yet  as  to  the  response  to  it,  or  even  as  to  whether  we 
shall  get  full  occupancy  of  such  units.  We  do  feel  that,  in  the  interest 
of  conserving  materials,  we  ought  to  try  to  utilize  this  type  of 
accommodation. 

INIr.  Fulton.  But  that  is  the  type  that  has  obtained  the  severest  cut 
in  the  revision;  is  it  not?     Almost  90  percent. 

Mr.  Blandford.  That  is  correct,  sir. 

Mr.  Fulton.  And  tlien  you  had  15,000  liouse  dwelling  units  for 
families  at  $5,500  a  unit,  which  on  your  table  here,  would  be  82%,. 
and  that  would  have  been  cut  down  to  4,500  units  at  the  same  price,  or 
a  total  of  $24,000,000. 

Mr.  Blandford.  That  is  correct,  sir. 

Mr.  Fulton.  That  means,  then,  that  housing  that  was  programmed 
for  $108,000,000  is  now  cut  to  $29,750,000? 


INVESTIGATION    OF   THE    NATIONAL    DEFENSE    PROGRAM     5257 

Mr,  Blandford.  That  is  correct,  sir,  on  a  basis  of  minimum  pro- 
graming. 

Mr.  Fulton,  And  then,  in  addition,  you  are  building,  or  you  have 
phmned  to  build,  a  pipe  line  to  connect  the  Detroit  city  water  supply 
with  Wa3aie,  Mich. — I  believe  a  48-inch  steel-pipe  line.  Do  you  have 
the  cost  on  that  ? 

JVIr.  Blandford.  There  has  been  in  this  picture  from  the  beginning 
the  problem  of  water  supply  west  of  Detroit,  and  there  are  currently 
projects  prepared  by  the  Federal  Works  Agency  for  a  line  to  Wayne 
and  Inkster,  and  for  an  extension  of  that  line  to  the  Willow  Run  area. 

In  my  statement  I  offered  as  an  exhibit  a  break-down  of  the  ma- 
terials required  for  that  water  line.  I  do  not  have  available  the  cost. 
Those  figures  would,  of  course,  most  appropriately  be  supplied  by 
the  Federal  Works  Agency.  My  recollection,  sir,  subject  to  correc- 
tion in  the  record,  is  that  the  line  out  to  Wayne  and  Inkster  would 
cost  something  over  $2,000,000,  and  the  extension  from  Wayne  and 
Inkster  to  the  Willow  Run  plant  would  be  approximately  $1,000,000. 

The  Chairman,  A  total  of  about  $3,0:)0,000  ? 

Mr.  Blandford.  That  is  my  recollection,  sir.  May  I  add  in  this 
connection,  sir,  that  the  water  line  to  Wayne  and  Inkster,  I  am  in- 
formed, was  approved  even  prior  to  the  housing  program  itself,  as  an 
essential  need  for  supplementing  water  supply  in  that  area. 

The  Chairman.  You  mean  by  the  Federal  Works  Agency  ? 

Mr.  Blandford.  By  the  Federal  Works  Agency. 

IVIr,  Fulton.  As  I  understood  it,  that  line  is  something  which 
would  be  needed  if  Wayne  and  Inlvster  are  to  be  expanded,  either  for 
private  building  or  for  public  building. 

Mr.  Blandford.  That  is  definitely  so,  sir.  The  supply  is  inadequate ; 
and  if  we  are  to  rely  upon  these  4,500  family  dwelling  units  con- 
structed by  private  enterprise,  we  need  the  water  supply  at  Wayne 
and  Inkster  supplemented.  Furthermore,  we  need  another  project 
at  Ypsilanti  for  increasing  the  water  supply  at  that  point, 

Mr.  Fulton.  Consequently,  you  could  not  say  that  for  the  new 
bomber  site,  you  in  effect  were  using  that  particular  pipe  line  solely 
for  that  purpose,  because  you  have  to  have  it  anyhow  if  you  are  to 
expand  Wayne  and  Inkster,  either  publicly  or  privately. 

Mr.  Blandford.  There  is  definitely  a  need  for  carrying  the  line  on 
out  to  Wayne  and  Inkster  to  meet  our  proposed  housing  program, 
and,  of  course,  as  we  see  it,  a  justification  for  bringing  it  out  to  the 
bomber  plant  as  well. 

Mr.  Fulton.  When  it  is  at  Wayne,  it  would  be  approximately  10 
miles  from  the  new  site;  would  it  not? 

Mr,  Blandford.  Nine  or  ten  miles,  sir. 

Mr.  Fulton.  And  as  I  understood  it  from  you,  also,  private  hous- 
ing could  not  get  F.  H.  A.  approval  in  the  Wayne  and  Inkster  area 
recently  because  there  was  not  sufficient  water  at  the  time. 

Mr.  Blandford.  That  is  correct. 

jMr.  Fulton.  Now  the  pipe  line  from  Wayne  to  the  new  city  site 
would  be  used,  however,  only  for  this  new  housing;  would  it  not? 

Mr,  Blandford,  Yes,  sir;  in  using  a  reference  to  a  new  city  site, 
I  don't  know  whether  that  is  an  accurate  identification  or  not.  In 
planning  2,500  dwelling  units  in  the  vicinity  of  the  plant,  perhaps 
imder  another  definition  it  might  be  almost  a  suburb  of  Ypsilanti. 
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In  any  event,  because  of  what  I  understand  to  be  a  water  problem 
in  that  area,  a  reliance  upon  wells,  there  is  a  proposal  to  increase 
the  Ypsilanti  plant  to  twice  its  capacity  in  order  to  meet  its  own 
needs  and  the  needs  of  new  private  enterprise  houses.  Because  of 
the  unavailability  presently  of  the  water  supply  which  the  Defense 
Plant  Corpoiation  has  installed 

Mr.  Fulton  (interposing).  Why  is  that  unavailable? 

Mr.  Blandford.  Presumably  because  they  feel  that  they  need  it 
for  their  own  plant  purposes. 

Mr.  Fulton.  You  mean  the  wells  that  have  been  driven  at  the 
bomber  plant  itself,  which  was  built  by  the  Defense  Plant  Corpora- 
tio]i,  have  not  been  made  available  for  any  use,  even  in  construction 
by  you  ? 

Mr.  Blandford.  As  I  understand  it,  that  provision  for  additional 
water,  which  includes  a  line  from  Ypsilanti,  was  designed  and  in- 
tended for  the  use  of  the  plant  itself  and  without  relation  to  housing. 
We  intend  to  pursue  that  question  further  as  to  its  availability.  In 
any  event,  if  it  were  available  I  understand  it  would  be  of  help  only 
in  connection  with  some  dormitory  units.  The  broad  picture  is  that 
we  are  planning  to  house  some  10,000  workers,  some  15,000  persons, 
in  and  around  the  plant,  and  it  is  (m  that  basis  that  we  suggested 
the  water  line  be  extended.  This  $100,000,000  plant,  which  is  a  con- 
siderable Government  investment,  might  well  justify  the  outlay  of 
an  additional  million  dollars  to  bring  water  out  to  it,  and  in  fact 
this  might  well  have  been  done  at  the  time  the  plant  was  built. 

Mr  Fulton.  First,  is  not  the  capacitv  of  the  wells  sufficient  for  the 
plant? 

Mr.  Blandford.  I  wonder,  Mr.  Divers,  if  you  could  comment  on 
that.     Is  that  appropriate? 

The  Chairman.  Yes;  surely. 

Mr.  Divers.^  So  far  as  I  know,  there  has  been  no  question  raised 
about  the  capacity  so  long  as  the  water  supply  is  available  there  in 
the  wells.  It  depends  upon  the  water  table,  of  course,  and  what 
happens  to  it. 

Mr.  Fulton.  Is  there  not  just  south  of  the  plant  a  lake  formed  by  a 
dam  on  the  Huron  River  several  miles  in  length,  and  I  believe  a  quar- 
ter of  a  miie  or  more  in  width? 

Mr.  Divers.  Yes;  that  is  correct.  The  Federal  Works  Agency  re- 
tained two  firms  of  engineers,  one  from  Ann  Arbor  and  the  other 
from  Detroit,  to  investigate  the  alternate  water  supplies  for  the  hous- 
ing. At  that  time  a  greater  quantity  of  housing  was  programed  than 
under  this  reduced  program. 

Mr.  Fulton.  Has  either  of  such  firms  reported  that  the  wells  as 
ch'illed  for  the  bomber  plant  and  the  lake  reserve  would  not  be  suffi- 
cient to  take  care  of  the  industrial  uses  of  the  plant? 

Mr.  Divers.  No;  so  far  as  I  know  they  have  not.  On  the  other 
hand  tliey  have  pointed"  out  that  the  wells  at  the  ])lant  have  not  been 
in  operation  but  for  a  year,  or  part  of  a  year,  and  apparently  the 
water  comes  from  the  same  strata  as  the  water  that  is  now  being  used 
in  Ypsilanti,  which  also  comes  from  wells,  and  there  is  the  uncer- 
tainty of  what  the  future  will  bring,  so  far  as  these  wells  are  con- 
cerned. 


^  William    K.    Divers,    regional    reiiresentative,    National    Housing    Agency,    Cleveland. 
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Mr.  Fulton.  Has  either  of  the  two  engineermg  firms  recommended 
that  the  second  water  line  be  extended  for  the  purpose  of  supplying 
water  to  the  plant  itself,  as  distinct  from  the  housing  project? 

Mr.  Divers.  No,  sir;  I  don't  think  they  have. 

Mr.  Fulton.  And  with  respect  to  these  necessities  for  water,  has 
an  ajjplication  been  made  to  the  city  government  of  Ypsilanti  to 
determine  whether  it  would  supply,  or  how  much  water  it  would 
supplj',  for  dormitories  or  for  famil}^  dwellings? 

Mr.  Blandfokd.  Mr.  Chairman,  I  don't  want  to  pretend  either  for 
myself  or  for  INIr.  Divers — too  much  expertness  on  the  water  issue. 
The  whole  question  was  exhaustively  explored  in  the  early  clays  of 
the  programing,  and  ])articularly  under  the  general  direction,  as  I 
undeistand,  of  Mr.  Herring  of  the  National  Resources  Planning 
Board.  Ordinarily  it  would  be  a  responsibility  of  our  Federal  Public 
Housing  Authority — and  Mr.  Starr  is  here  as  the  Detroit  representa- 
tive of  that  office — and  the  Federal  Works  Agency  to  review  finally 
the  actual  needs  for  that  water  supply  in  relationship  to  the  proposed  ■ 
housing.  Then,  in  the  final  analysis  there  would  need  to  be  a  decision 
on  the  pait  of  the  War  Production  Board  as  to  whether  the  materials 
were  available. 

Mr.  FuLTON.  Colonel  Starr,  has  such  an  application  been  made  to 
the  city  of  Ypsilanti? 

Colonel  Stare.i  I  believe  so.  F.  W.  A.  has  that  application,  I 
believe. 

Mr.  Fulton.  Could  you  furnish  the  committee  with  a  copy  of  it? 

Col.  Starr.  I  haven't  got  it;  no,  sir. 

Mr.  Fulton.  Could  you  furnish  it  at  a  later  time  ? 

Col.  Starr.  Surely. 

Mr.  Fulton.  Did  the  city  of  Ypsilanti  indicate  that  it  would  not 
furnish  water  for  temporary  dormitories? 

Colonel  Starr.  They  would  if  it  is  legally  possible.  They  are 
limited  as  to  the  amount  of  water  they  may  dispose  of  beyond  the 
city  uses. 

Mr.  Fulton.  Was  it  legally  possible  within  the  limits  they  had? 

Colonel  Starr.  I  understand  it  is  not. 

Mr.  Fulton.  Is  tliat  because  of  some  restrictive  act  or  because  it 
would  be  necessary  to  make  some  extensions  of  their  pumping 
facilities? 

Colonel  Starr.  Legally,  it  was  a  restrictive  act,  restricting  the 
amount  of  water  they  could  dispose  of  .^ 

Mr.  Fulton.  Outside  the  city  limits? 

Colonel  Starr.  Outside  the  city ;  yes. 

Mr.  Fulton.  And  -with  respect,  Mr.  Blandford,  to  the  housing  de- 
velopment itself,  I  believe  you  said  there  was  a  determination  of 
need  based  on  the  United  States  Employment  Service. 

INIr.  Blandford.  We  rely  constantly  on  employment  figures  that 
originate  with  the  plants  themselves,  and/or  the  United  States  Em- 
ployment Service,  and  more  conclusively  the  figures  that  the  War 
Manpower  Commission  validates.  That  is  the  basis  of  our  program, 
?nd  it  is  the  War  Manpower  Commission  that  has  told  us  we  should 


^  Col.  F.  Charles  Starr,  acting  regional  director.  Federal  Public  Housing  Authority, 
Detroit. 

^  In  this  connection  see  letter,  dated  Tuly  '2^>.  1042.  from  Gecorge  Moader  to  the  Com- 
mittee, appendix,  p.  5405.  See  also  letter,  dated  July  29,  1942,  from  Colo6el  Starr  to  the 
Committee,  appendix,  p.  5406. 
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presently  figure  on  60,000  employees  at  the  plant.  From  that  figure, 
we  move  into  our  whole  process  of  programing,  of  estimating  how 
many  are  single,  how  many  are  two-person  families,  how  many 
are  three  or  more  person  families,  what  proportion  can  be  absorbed 
in  the  existing  dwellings,  and  through  that  process  we  come  out  with 
this  recommendation. 

Mr.  Fulton.  I  note,  using  the  figures  you  give,  that  you  have 
$4,400  capital  investment  in  a  family  house  for  every  worker  that 
would  be  housed  in  the  project. 

Mr.  Blandfokd.  What  figure  are  you  referring  to? 

Mr.  Fulton.  You  have  $5,500  as  cost,  with  an  estimated  one  and 
a  quarter  workers  per  house,  which  I  believe  would  be  $4,400  per 
employee. 

Mr.  Blandford.  That  is  one  method  of  computing  it;  yes,  sir. 

Mr.  Fulton.  Is  there  any  other? 

Mr.  Blandford.  Well,  you  mean  that  would  be  the  cost  of  housing 
a  worker  who  has  a  family? 

Mr.  Fulton.  No  ;  who  lives  in  a  family  dwelling. 

Mr.  Blandford.  That  is  right. 

Mr.  Fulton.  And  in  the  dormitory  apartments  it  would  be  $2,000 
per  apartment,  and  I  think  j^ou  figured  one  and  a  half  people  to  the 
apartment,  so  that  it  would  be  somewhere  between  one  thousand  and 
fifteen  hundred  dollars  there. 

Mr.  Blandford.  That  is  correct,  sir. 

Mr.  Fulton.  And  in  the  case  of  the  dormitory  itself,  it  would  be 
$1,000  per  worker. 

Mr.  Blandford.  That  is  right. 

Mr.  Fulton.  Have  you  figured  out  the  number  of  pounds  of  sta- 
tegic  materials  per  worker  in  each  of  the  three  different  types  of 
dwelling? 

Mr.  Blandford.  I  personally  don't  have  such  figures.  I  have  pre- 
sented charts  showing  the  figures  on  a  per-unit  basis,  and  from  these 
it  is  very  eas}^  to  deduce  the  per  worker  figures.  Perhaps  our 
staff  has  computed  them,  and  maj^be  Colonel  Starr  has  supplied  them 
to  you. 

Mr.  Fulton.  Colonel  Starr,  I  believe  the  family  house  had  about 
2,500  pounds. 

Mr.  Blandford.  Per  unit?  Yes;  we  have  the  per-unit  figure  and  it 
is  in  the  figures  I  supplied  for  the  record  in  connection  with  my  open- 
ing statement. 

Mr.  Fulton.  Could  you  give  us  those  figures  ? 

Colonel  Starr.  Per  worker? 

Mr.  Fulton.  Per  unit. 

Mr.  Blandford.  The  figures  I  have,  sir,  are  as  follows:  The  pre- 
war permanent  family  house,  by  way  of  comparison,  has  9.700  pounds 
per  unit.  The  type  that  we  are  identifying  as  the  permanent  family 
war  house,  which  may  be  demountable,  has  2.478  pounds  per  unit. 

Mr.  Fulton.  That  would  be  for  one  and  a  quarter  workers? 

Mr.  Blandford.  That  is  right,  sir. 

Mr.  Fulton.  So  it  would  be  about  2,000  pounds  per  worker  in  the 
dwelling. 

Mr.  Blandford.  Approximately.  The  temporary  houses  that  we 
are  building  have  about  2,235  pounds  per  dwelling  unit,  or  almost  the 
same  as  the  permanent  house. 
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Mr.  FuLTox.  Tliat  would  be  betAveen  fourteen  and  fifteen  hundred 
pounds  per  worker  in  the  dormitory  apartments,  then  ? 

Mr.  Blanuford.  In  the  dormitory  apartments,  1,488  pounds  per 
unit. 

Mr.  FuLTox.  Does  that  inchide  the  on-site  utilities,  or  is  that  just 
the  house  itself  ? 

Mr.  Blandford.  As  I  understand,  it  includes  the  on-site  utilities. 

Mr.  Fulton.  And  if  you  build  housing,  will  you  need  schools? 

Mr.  Blandford.  Yes,  depending  upon  the  location  of  the  housing 
and  the  number  of  units. 

Mr.  Fulton.  How  many  schools  have  you  programed  for  the  new 
housing  ? 

Mr.  Blandford.  I  believe  that  our  Federal  Public  Housing  Author- 
ity is  assuming  perliaps  one  school  unit  for  each  thousand  dwelling 
units. 

Mr.  Fulton.  That  would  be  two  to  three  schools,  then,  for  the  2,500 
units  ? 

Mr.  Blandford.  Yes,  presumably. 

Mr.  Fulton.  And  would  there  be  a  high  school  ? 

Mr.  Blandford.  I  think  that  would  depend  upon  a  more  detailed 
study  than  lias  been  made  at  the  moment  and  perhaps  negotiations  with 
Ypsilanti  in  that  case  as  to  the  availability  of  their  high  school. 

Mr.  Fulton.  Would  you  set  up  a  separate  city  government  ? 

Mr.  Blandford.  I  know  of  no  plan  to  do  that. 

Mr.  Fulton.  How  would  you  conduct  the  municipal  fire  and  police 
protection  ? 

Mr.  Blandford.  I  wonder  if  Mr.  Emmerich  would  be  the  appro- 
priate one  to  answer  that  question. 

Mr.  Emmerich.^  On  this  new  program,  sir,  there  has  not  been  op- 
portunity actually  to  work  out  negotiations  either  with  the  county  or 
city  of  Ypsilanti.  In  the  case  of  the  housing  at  Wayne,  we  have  assur- 
ances of  cooperation  from  the  Wayne  and  Inkster  comuumities  there  in 
regard  to  the  management  of  the  necessary  municipal  services.  In 
I'egard  to  the  housing  now  proposed  in  the  vicinity  of  the  bomber  plant, 
negotiations  have  not  been  made  yet  for  those  services,  but  presumably 
to  the  extent  jwssible  we  would  like  to  use  the  facilities  of  local  gov- 
ernment, and  not  try  to  have  private  management  of  fire,  police,  or 
school  services.    We  have  tried  to  do  that  in  each  case. 

Mr.  Fulton.  Is  this  new  site  continuous  to  the  city  of  Ypsilanti  ? 

Mr.  Emmerich.  Not  quite.  It  is  very  close.  It  is  not  in  the  cor- 
porate limits,  but  it  is  fairly  close  to  the  community. 

Mr.  Fulton.  Is  there  a  space  of  one  or  more  miles  between  it  and 
the  city  ? 

Mr.  Emmerich.  The  beginning  of  the  tract  that  is  proposed  to  be 
used  is  closer  than  that.  It  is  in  the  vicinity  of  half  a  mile.  There 
are,  of  course,  parts  of  the  tract  which  might  be  2  or  214  miles  from 
the  center  of  Ypsilanti. 

Mr.  Fulton.  And  how  far  would  that  farthest  portion  of  the  site 
be  from  the  bomber  plant  itself? 

Mr.  Emmerich.  Approximately  2i/4  miles. 

Mr.  Fulton.  You  mean  under  the  present  plan  of  building  2,500 
units,  or  the  earlier  plan  of  building  6,000  units  ? 


^  Hprbert  Emmerich,  Commissioner,  Federal  Public  Housing  Authority. 
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Mr.  Emmerich.  In  the  present  program  we  estimate  the  farthest 
point  would  be  3  miles. 

Mr.  Fulton.  Mr.  Blandford,  with  respect  to  the  construction  of  the 
town  as  originally  planned,  do  you  have  any  figures  on  the  number  of 
man-hours  of  construction  labor  that  would  have  been  required? 

Mr.  Blakdford.  I  do  not,  sir. 

Mr.  Fulton.  Colonel  Starr,  could  you  tell  us  the  number  of  man- 
hours  of  construction  labor  that  would  have  been  required  to  build 
this  group  of  buildings  as  originally  planned? 

Colonel  Starr.  I  haven't  that  figure.     I  can  get  it  for  you. 

Mr.  Fulton.  Mv.  Blandford,  before  approving  that  did  you  have 
a  chart  made  which  would  show  you  the  number  of  thousands  of 
construction  workers  that  would  have  to  be  transported  out  to  the 
city  and  the  period  of  time  during  which  that  would  have  to  be  done 
in  order  to  build  such  a  project? 

Mr.  Blandford.  As  a  matter  of  fact — and  this  is  not  said  with  any 
thought  of  avoiding  responsibility — my  approval  of  the  original  pro- 
gram was  to  a  degree  nominal.  I  liad  been  in  office  about  a  week,  and 
I  had  been  assured  that  the  staff  had  worked  it  out  carefully,  particu- 
larly with  the  special  committee  that  Mr.  Delano  h:id  set  up. 

I  want  to  add  the  further  word  that,  looking  back  on  it,  it  seems 
to  me  to  have  been  a  sound  program  in  the  light  of  the  facts  as  they 
then  existed.  I  don't  know  whether  there  was  such  information 
available  as  you  are  inquiring  about  at  the  time.  I  don't  recall  seeing 
it.    It  may  well  have  been,  and  it  may  be  in  the  files. 

Mr.  Fulton.  The  committee  has  asked  for  that,  not  only  from 
your  own  office  but  from  several  offices  of  other  agencies.  So  far  as 
the  committee  is  able  to  ascertain,  there  was  no  such  plan  and  no 
such  chart  prepared  to  indicate  how  many  thousand  workers  would 
have  to  be  trannported  out  there  for  how  many  months  to  build  this 
plant,  or  to  indicate  how  they  were  to  be  transported  to  and  from 
the  plant. 

Mr.  Blandford.  I  can't  throw  a  lot  of  light  on  it.  The  National 
Housing  Agency  and  its  predecessors  never  undertook  in  any  gen- 
eral fashion  to  house  construction  workers.  Those  were  considered, 
and  apparently  without  criticism,  as  responsibilities  of  the  contractor. 
Construction  workers  are  a  bit  more  accustomed  to  roughing  it,  living 
in  trailers,  they  are  there  a  short  time,  and  to  some  extent  they  are 
staggered,  one  trade  after  another. 

The  Chairman.  How  many  men  do  you  estimate  would  be  em- 
ployed in  the  construction  of  this  program  as  now  set  up? 

Mr.- Blandford.  That  is  a  figure  we  intend  to  supply,  sir.  I  don't 
happen  to  have  the  figure.  It  will  obviously  be  much  smaller  with 
tliis  greatly  reduced  program. 

The  Chairman.  AVould  it  be  somewhere  in  the  neighborhood  of 
20,000? 

Mr.  Blandford.  "Workers  on  the  project?  I  would  think  by  no 
means  any  such  figure. 

Senator  Kilgore.  Fifteen  thousand? 

Mr.  Blandford.  Colonel  Starr  can  answer  that  question. 

Mr.  Fulton.  That  would  depend,  Colonel  Starr,  on  how  soon  you 
wanted  it  built. 

Colonel  Starr.  Surelv. 
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Mr.  Fulton.  If  you  build  it  over  a  long  enough  period  of  time, 
you  could  get  it  down  to  fewer.  However,  if  you  tried  to  build  it 
quickly,  and  especially  before  winter  or  frost  conditions,  it  would 
require  a  very  large  number  of  workers,  would  it  not? 

Colonel  Starr.  It  wouldn't  equal  that  figure,  though.  Our  rough 
discussion  of  it  this  morning  would  indicate  much  less  than  that. 

The  CuAiRiMAN.  AVhat  gave  me  the  idea  of  that  figure  was  the 
experience  we  had  with  camp  construction.  They  ran  all  the  way 
from  27,000  to  4-1,000  in  the  construction  of  these  camps,  but  of 
course  they  were  in  a  hurry  to  build  those  camps.  But  that  peak 
load  would  come  just  about  the  time  the  peak  load  at  the  Willow 
Run  plant  would  be  in  effect,  would  it  not? 

Colonel  Starr.  No,  sir.  Our  original  program  contemplated  the 
peak  construction  activity  would  be  reached  about  the  end  of  De- 
cember. 

The  Chairman.  When  will  the  Willow  Run  peak  be  reached? 

Colonel  Starr.  About  tXuly  1  of  next  year. 

The  Chairman.  How  many  men  are  they  employing  at  Willow 
Run  now? 

Colonel  Starr.  About  60,000,  if  I  remember  rightly. 

Mr.  Fulton.  The  Ford  Co.  gave  us  the  figure  of  C0,000  expected 
at  the  end  of  December.  Have  you  had  a  more  recent  figure  than 
that? 

Colonel  Starr.  Their  original  figure  called  for  the  peak  to  be 
reached  July  1  of  '43. 

Mr.  Fulton.  But  I  was  talking  about  actual  figures  of  employees 
according  to  their  most  recent  estimate.  What  do  they  expect  to 
have  there  by  the  end  of  this  year? 

Colonel  Starr.  About  60,000,  if  I  remember  correctly. 

Mr.  Fulton.  And  isn't  that  the  figure  Mr.  Blandforcl  gave  as  the 
present  expected  peak,  although  it  might  not  be  the  total  amount 
which  ultimately  would  be  used? 

Colonel  Starr.  If  I  understand  you  correctly,  that  was  the  un- 
derstanding, that  the  peak  would  be  on  July  1,  with  sixty-odd  thou- 
sand on  January  1. 

The  Chairman.  I  understand  60,000  now  is  the  peak'  load.  That 
60,000  is  all  they  are  going  to  use,  and  if  they  are  going  to  have 
60,000  in  December  they  will  have  the  ]Deak  load  at  that  time,  so 
what  I  am  getting  at  is  that  you  are  going  to  have  to  transport 
the  peak  load  and  you  are  going  to  have  to  transport  your  construc- 
tion load,  and  they  are  all  going  to  be  there  at  the  same  time,  so 
unless  your  housing  project  were  finished  at  the  time  the  peak  load 
is  reached,  you  are  going  to  have  a  transportation  problem  that  is 
going  to  be  increased  by  the  very  fact  that  you  are  doing  this 
construction  at  this  time. 

Mr.  Blandford.  It  is  a  problem  and  it  is  the  kind  of  problem  we 
face  any  place,  Mr.  Chairman.  It  is  perhaps  an  added  reason  why 
we  need  to  move  very  rapidly. 

Mr,  Fulton.  Have  you  made  charts  or  formulated  statistics  show- 
ing what  that  problem  is — that  is,  how  many  men  you  are  going  to 
have  at  what  time  in  construction? 

Colonel  Starr.  Our  peak  construction  was  based  on  our  original 
program,  you  understand. 
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Mr.  Fulton.  I  understand  you  have  no  such  charts  as  to  that. 
Have  5'ou  any  for  the  present  program? 

Colonel  Starr.  No. 

Mr.  Fulton.  Don't  you  think  you  would  have  to  have  that  before 
you  can  really  determine  whether  to  go  ahead  with  tlie  present  pro- 
gram in  its  present  state?  Until  you  have  got  that,  you  will  not  know 
exactly  what  the  transportation  problem  is. 

Mr.  Emmerich.  We  are  preparing  such  studies,  Mr  Fulton,  at  the 
present  time.  In  any  event,  when  you  have  to  supply  the  housings 
you  have  a  load  of  construction  workers  at  some  time,  regardless  of 
when  you  have  them  or  where  you  have  them,  if  tlie  housing  is 
needed. 

Mr.  FuLTOx.  Why  wasn't  that  done  before  you  determined  what 
bousing  would  be  needed?    Isn't  that  an  essential  element? 

Mr.  Emmerich.  We  have  a  rough  approximation  but  we  haven't 
got  a  chart.  We  know  about  how  many  workers  it  takes  by  various 
methods  of  construction.  For  example,  our  experience  to  date  has 
been  that  a  noimal  construction  period  of  6  inonths  requires  an  aver- 
age of  one  man  per  day  during  that  period,  going  from  approxi- 
inately  one  man  per  house  per  day  to  a  peak  load  of  three  men 
during  the  highest  load  of  construction  employment.  We  have  got 
data  regarding  it.  We  haven't  charted  it  with  reference  to  time  on 
this  particular  project  but  we  will  be  doing  that. 

Mr.  Fulton.  Have  you  taken  up  with  the  Office  of  Defense  Trans- 
poi'tation  the  transportation  of  those  constructiosi  workers? 

Mr.  Emmerich.  No;  we  have  not. 

Mr.  Fulton.  The  theory  on  which  you  build  the  housing  at  Willow 
Run  is  to  avoid  transportation,  as  I  understand  it. 

Mr.  Blandford.  To  reduce  the  transportation  load,  to  reduce  the 
cost  to  the  worker,  and  to  reduce  the  time  of  the  workers  required  to 
travel  insofar  as  we  possibly  can.  I  should  like  to  ask  that  there  be 
inserted  in  the  record  materials  which  I  shall  furnish  relative  to  the 
whole  problem  of  transporting  construction  workers.^ 

The  Chairman.  Did  the  Housing  Authority  ever  con^e  to  any  con- 
clusion on  tUe  Currier  case.^ 

Mr.  Blandford.  I  have  asked  Mr.  Emmerich,  anticipating  that 
that  might  come  up,  if  he  would  review  it.  I  had  nothing  to  do  with 
it,  and  neither  did  he. 

The  Chairman.  I  understand,  but  I  want  to  know  if  you  ever  came 
to  a  conclusion  because  if  that  conclusion  had  been  reached  by  the 
proper  authorities  and  some  of  the  houses  built,  some  of  your  problem 
would  have  been  solved  by  now.  You  are  not  in  anj^  way  connected 
with  that,  but  I  was  interested  in  whether  any  decision  had  ever  been 
reached  by  the  Housi]ig  Authorit}^  on  the  Currier  case. 

Mr,  Blandford.  I  think  that  lapse  of  time  did  something  to  that 
case. 

The  Chairman.  It  just  died  of  its  own  weight,  T  guess. 

Mr.  Fulton.  Mr.  Emmerich,  on  that  case,  as  I  understand  it,  Mr. 
Carmody  and  Mr.  Fleming  did  not  decide  the  case,  so  that  at  the  time 
Ml'.  Blandford  came  in,  some  7  months  had  elapsed,  had  they  not? 

Mr.  Emmerich.  Yes,  sir ;  that  is  correct. 


'  See  lotter,   dated  July  29,   1942,  from  Herbert  Emmerich,  ComDiissioner  N.  H.  A.,  to 
Senator  Truman,  appendix,  p.  5413. 

^  In  tliis  connection  see  Hearings,  Part  8. 
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Mr.  Fulton.  And,  consequently,  Mr.  Blandford  at  that  time  was 
in  no  position  to  act  on  it  because  the  bid  was  so  out  of  date  that  he 
couldn't  get  the  contractor  even  to  consider  carrying  on. 
Mr.  Emmerich.  That  is  correct,  sir. 

Mr.  Fulton.  Have  you  any  explanation  as  to  why  7  months  were 
allowed  to  elapse  before  a  case  of  that  importance,  in  an  area  which 
we  now  find  so  in  need  of  housing,  was  decided  ? 

Mr.  Emmerich.  I  can  only  say,  sir,  that  the  design  of  housing  proj- 
ects and  their  location  has  been  entirely  dependent  on  this  program. 
We  have  not  been  in  position  to  let  any  contracts  until  this  pro- 
gramming was  established. 

Mr.  Fulton.  Do  you  mean  that  at  the  time  they  asked  for  bids  on 
the  Currier  case  they  didn't  know  that  people  were  going  to  work  in 
the  Willow  Run  bomber  plant  ? 

Mr.  Emmerich.  No;  they  knew,  but  it  is  quite  evident  from  the 
testimony  here  this  morning  that  the  estimates  for  employment  have 
been  changing. 

Mr.  Fulton.  But  not  to  the  extent  of  indicating  for  one  minute  that 
you  wouldn't  need  at  least  300  houses. 

Mr.  Emmekigh.  No  ;  I  wouldn't  contend  that  sir. 
Mr.  Fulton.  No  one  has  ever  contended  that. 
Mr.  Emmerich.  No,  sir. 

Mr.  Fulton.  And  this  present  housing,  if  built,  would  be  more  ex- 
pensive and  less  satisfactory,  would  it  not,  than  the  type  of  house 
Mr.  Currier  bid  on  ? 

Mr.  Emmerich.  It  would  certainlj^  be  more  expensive. 
Mr.  Fulton.  And  less  satisfactory  ? 

Mr.  Emmerich.  I  think  the  specifications  are  in  some  cases  lower. 
Mr.  Fulton.  In  most  respects,  are  they  not  ? 

Mr.  Emmerich.  In  most  respects.  It  undoubtedly  was  a  much 
cheaper  bid  for  a  better  product  than  we  can  get  today. 

Mr.  Fulton.  What  explanation  is  there  for  allowing  that  to  lapse 
during  those  7  months  despite  the  fact  that  the  committee  wrote  letters 
and  requested  that  the  thing  be  given  consideration  ? 

Senator  Kilgore.  Mr.  Fulton,  I  am  wondering  if  there  was  a  short- 
age of  asbestos  gloves  in  the  office. 

Mr.  Emmerich.  I  don't  know  that  I  am  prepared  to  answer  that 
question,  Mr.  Fulton.  I  know  that  the  whole  scheme  for  housing  at 
AVayne  and  Inkster  was  being  redesigned  when  I  came  into  this  picture, 
and  we  checked  in  with  the  Currier  people.  Their  bid  was  no  longer 
in  effect  when  we  checked  in  with  them. 

Mr.  Fulton.  You  couldn't  expect  it  to  be  after  you  let  it  lapse  for 
7  months,  during  which  time  wages  and  materials  had  risen. 
Mr.  Emmerich.  That  is  correct. 

Mr.  Fulton.  But  why  was  it  allowed  to  lapse  for  7  months? 
Mr.  Emmerich.  I  th.ink  the  original  bid  was  received  in  the  fall 
of  1941,  and  I  could  answer  as  to  that. 

Mr.  Fulton.  But  you  know  of  no  time  at  all  during  any  of  that 
period  when  there  was  ever  any  question  but  that  you  needed  some 
more  housing  at  least  to  the  extent  of  300  units  in  the  area  of  the 
Willow  Run  plant  ? 

Mr.  Emmerich.  I  think  that  would  be  safely  assumed.  I  couldn't 
deny  that. 
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Mr.  Fulton.  If  you  should  find  any  explanation  for  the  loss  of 
that  housing,  the  committee  would  appreciate  receiving  it — any  expla- 
nation other  tlian  the  fact  that  Mr.  Hillman's  intuition  told  him  there 
might  be  labor  trouble. 

Mr.  Emmerich.  We  will  be  glad  to  supply  that. 

Mr.  Fulton.  But  you  know  of  no  other  thing  at  the  present  time  ? 

Mr.  Emmerich.  I  do  not. 

Mr.  Fulton.  With  respect  to  this  limited  access  highway,  Mr. 
Blandford,  I  understand  they  are  building  a  highway  between  the 
southwest  section  of  Detroit  and  the  Bomber  Plant.  Do  you  under- 
stand tl^at  to  be  the  case? 

Mr.  Blandford.  Yes;  in  a  general  way.  I  am  not  familiar  with 
the  details  of  the  route  or  its  exact  stage  of  progress.  Our  staff  in  the 
field,  of  course,  are. 

Mr.  Fulton.  What  is  the  purpose  of  building  such  a  highway  if 
we  don't  expect  to  transport  workers  by  bus  over  it? 

Mr.  Blandford.  I  assume  that  the  highway  was  projected  at  a  time 
when  we  .were  more  optimistic  about  the  availability  of  rubber  and 
motor  transport — perhaps  long  before  Pearl  Harbor,  as  a  matter  of 
fact.     I  don't  know  the  history  of  the  project. 

Mr.  Fulton.  You  mean  that  it  is  now,  as  I  understand  it,  being  cur- 
rently built — built  this  summer? 

Mr.  Blandford.  I  understand  that  they  are  planning  to  complete  it. 

]\Ir.  P\jLTON.  You  mean,  then,  that  a  project  of  that  size  and  magni- 
tude is  being  carried  on  despite  a  finding  that  it  cannot  be  of  use  ? 

Mr.  Blandford.  Well,  I  hesitate  to  comment  on  the  merits  of  the 
project  or  the  wisdom  of  continuing  it.  T  think  tliat  is  the  responsi- 
bility of  some  other  agency.  If  and  when  it  is  completed,  it  is  merely 
another  method  of  access  to  that  general  area.  There  are  two  other 
large  direct  routes  out  there,  as  I  recall,  but  that  brings  you  back  to  the 
basic  question  of  the  availability  of  bus  transport,  regardless  of  by 
which  route  it  arrives  there. 

Mr.  Fulton.  I  noted  that  you  said  it  would  take  in  some  instances 
3  hours.  I  believe  you  said  the  average  would  be  3  hours  to  transport 
workers  by  bus,  did  you  not? 

Mr.  Blandford.  I  think  the  statement  used  the  figure  of  more  than  3 
hours  from  Detroit. 

Mr.  Fulton.  Going  and  coming,  and  an  hour  and  a  half  each  way. 
Is  that  what  you  mean  ? 

Mr.  Blandford.  About  an  hour  and  a  half  each  v^^y.  That  would 
be  on  the  assumption  that  the  typical  worker  would  have  to  ride  some 
distance  by  bus  or  trolley  within  Detroit  before  he  reached  a  bus 
terminal. 

Mr.  Fulton.  Considering  the  distance  of  this  limited  access  high- 
speed highway  that  is  being  built  to  the  southwestern  area  of  sub- 
urban Detroit^  particularly  Lincoln  Park,  Melvindale,  and  other  sub- 
sections of  the  suburban  area,  have  you  computed  the  time  that  it 
would  be  necessary  to  take  to  get  a  bus  to  and  from  that  area? 

Mr.  Blandford.  Not  by  that  particular  route;  no. 

Mr.  Fulton.  Would  it  substantially  exceed  the  time  that  it  would 
take  you  to  get  to  Inkster  over  the  existing  non-high-speed  highway? 

Mr.  Blandford.  I  would  assume  so.  Do  you  have  any  knowledge 
of  that  [to  Mr.  Divers]  ? 

Mr.  Fulton.  Do  you  have,  Mr.  Divers  ? 
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Mr.  Divers.  I  01011*1  know,  except  that  the  non-high-speed  highway 
to  which  you  refer  is  a  pretty  good  highway, 

Mr.  Fulton.  It  is  one  of  the  best  in  the  State. 

Mr.  Divers.  That  is  right ;  yes. 

Mr.  Fulton.  But  it  is  nevertheless  one  with  numerous  points  of 
egress  and  ingress,  is  it  not?     It  is  not  one  with  limited  access? 

Mr.  Divers.  That  is  right. 

Mr.  Fulton.  Whereas  the  other  one  is  how  many  miles  farther, 
would  you  say,  to  Inkster? 

Mr.  Divers.  I  wouldn't  guess.  What  would  it  be  [to  Colonel 
Starr]? 

Colonel  Starr.  The  limited-access  highway  goes  south  of  Wayne. 
You  would  have  to  go  some  distance  from  the  highway  up  to  Wayne. 

Ml'.  Fulton.  To  Lincoln  Park? 

Colonel  Starr.  I  would  guess  2  or  3  miles.  That  is  just  a  rough 
guess. 

Mr.  Fulton.  In  other  words,  the  Lincoln  Park  area  is  not  much 
farther  from  the  point  of  view  of  transportation  and  perhaps  isn't 
as  far  in  point  of  time  as  the  Inkster  area. 

Colonel  Starr.  From  the  plant? 

]Mr.  Fulton.  From  the  plant. 

Colonel  Starr.  Why,  yes,  sir;  it  is  farther,  and  it  would  take  longer, 
as  I  understand  it. 

Mr.  Fulton.  I  thought  3X)U  said  it  was  3  or  4  miles  farther. 

Colonel  Starr.  That  the  present  road  from  Wayne  to  Allen  Park 
is  practically  the  same  as  via  the  existing  highway. 

Mr.  Fulton.  Well,  Colonel  Starr,  this  is  my  question.  How  many 
miles  farther  is  it  to  get  into  the  Lincoln  Park  area  by  way  of  the 
new  highway  than  it  is  to  get  to  the  Inkster  area  ? 

Colonel  Stx'rr.  Oh,  5  or  6  miles. 

Mr.  Fulton.  And  how  many  miles  is  the  total  route? 

Colonel  Starr.  Twenty. 

Mr.  Fulton.  Twenty  to  Lincoln  Park  and  about  14  or  15  to  Inkster? 

Colonel  Starr.  Yes. 

Mr.  Fulton.  How  much  longer  do  you  think  it  would  take  to  do 
that  20  miles  on  a  limited  access  high-speed  highway  as  distinct 
from  the  existing  highways,  to  go  to  Inkster?  What  would  be  the 
difference  in  bus  time  as  you  compute  it? 

Colonel  Starr.  It  would  be  some  less,  but  it  is  not  all  limited  access 
highway  from  the  plant  to  Allen  Park. 

Mr.  Fulton.  Is  there  any  substantial  advaiitage,  really  substantial 
advantage,  of  Inkster  over  the  Lincoln  Park  and  Melvindale  areas 
of  southwestern  Detroit  from  the  time  and  bus  standpoint? 

Colonel  Starr.  I  would  say  there  was  a  distinct  advantage. 

]Mr.  FuLton.  Have  you  computed  it? 

Colonel  Starr.  Not  specifically,  but  knowing  the  relation  of  those 
three  points 

Mr.  Fulton.  How  did  you  determine  to  put  the  housing  all  in 
Wayne  and  Inkster  and  none  of  it  in  the  Lincoln  Park,  Melvindale, 
and,  I  think,  Garden  City  areas? 

Colonel  Starr.  Wayne  and  Inkster  were  existing  towns  on  the  rail- 
road. 

Mr.  Fulton.  The  railroad? 

311932— pt.  12 21 
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Colonel  Starr.  Yes.  Fundamentally  that  was  an  important  pat- 
tern, rather  than  jumping  down  to  Allen  Park  by  highway. 

Mr.  Fulton.  Why  would  that  have  importance  unless  you  were 
going  to  use  railroad  transportation? 

Colonel  Starr.  That  was  the  reason. 

Mr.  Fulton.  And  are  you  now  expecting  to  use  railroad  transpor- 
tation ? 

Colonel  Starr.  If  necessary. 

Mr.  Fulton.  And  what  do  you  mean  by  "if  necessary"? 

Colonel  Starr.  If  there  isn't  any  rubber. 

Mr.  Fulton.  Have  you  any  present  ^plans  for  using  railroad 
transportation  to  Wayne  and  Inkster? 

Colonel  Starr.  The  present  plan  is  what  it  was  at  the  beginning, 
that  the  O.  D.  T.  said  they  would  arrange  for  railroad  transportation 
to  Wayne,  if  and  when  necessary. 

Mr.  Fulton.  But  the  peculiar  part  of  that  is  that  the  Office  of 
Defense  Transportation,  in  answer  to  our  inquiry  as  to  what  their 
position  is  on  transportation,  believe  that  they  should  provide  bus 
instead  of  railroad  transportation. 

Colonel  Starr.  It  is  peculiar,  but  we  have  letters  to  the  contrary. 

Mr.  Blandford.  Who  signed  that  letter,  Mr.  Fulton  ? 

Mr.  Fulton.  Guy  A.  Kichardson,  Division  of  Local  Transport. 

Mr.  Blandford.  Our  letter  is  signed  by  Mr.  Eastman. 

Mr.  Fulton.  Would  you  show  me  that  letter? 

The  Chairman.  Let's  put  both  those  letters  in  the  record. 

(The  letters  referred  to  were  marked  "Exhibits  Nos.  540  and  541" 
and  are  included  in  the  appendix  on  pp.  5379  and  5-380.) 

Mr.  Divers.  I  think  I  might  clarify  that'  a  little  bit,  Mr.  Fulton. 
At  the  time  that  the  site  selection  was  undertaken  for  the  former 
program,  decision  was  made  to  go  to  Wayne  and  Inkster  for  two 
reasons.  In  the  first  place,  the  water  line  had  been  approved  out  as 
far  as  Wayne.  The  President  had  approved  it  as  a  W.  P.  A.  project, 
which  meant  that  we  felt  reasonably  assured  that  there  would  be 
water  available  at  Wayne  and  Inkster,  whereas  we  were  advised  by 
the  Detroit  Water  Board  that  the  supply  of  water  in  the  doAvn- 
river  communities,  in  Lincoln  Park  and  Allen  Park,  was  quite  lim- 
ited, and  they  felt  that  with  the  amount  of  private  housing  that  was 
being  built  in  those  communities,  the  available  supply  would  be  ex- 
hausted unless  an  additional  water-supply  main  down  there  was 
undertaken. 

Mr.  Fulton.  You  have  that  additional  water  supply  for  either 
one  of  them,  haven't  you? 

Mr.  Divers.  Well,  we  were  in  the  position  where  the  President  had 
already  approved  it. 

INIr.  Fulton.  The  President  ? 

Mr.  Divers.  The  President  had  approved  the  water  line. 

Mr.  Fulton.  Has  the  War  Production  Board  yet  approved  that, 
even  today? 

Mr.  DiVER3.  I  don't  believe  that  they  have. 

Mr,  Fulton.  How  did  the  President  come  to  approve  it? 

Mr.  Divers.  The  President  approved  it  as  a  W.  P.  A.  project. 

Mr.  Fulton.  And  as  one  which  would  be  built  or  which  should  be 
referred  to  the  War  Production  Board  to  determine  whether  priori- 
ties could  be  allocated  for  it. 
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Mr.  Di\T.RS.  As  one  to  which  the  funds  were  set  aside,  and  one  of 
the  things  that  would  have  to  be  done  would  be  the  application  for 
priorities  to  the  War  Production  Board.  But  at  least  that  line  was 
further  advanced  than  any  general  supply  line  down  to  these  down- 
river communities. 

Senator  Kilgore.  Was  that  line  to  be  of  steel  or  cypress? 

Mr.  F.ULTON.  Steel. 

Senator  Kilgore.  Was  it  to  be  a  steel  line  or  a  cvpress  [wooden] 
line? 

]\[r.  Dn^Rs.  I  think  it  was  to  be  steel. 

Colonel  Starr.  Yes. 

]Mr.  Fulton.  I  am  informed  by  the  War  Production  Board  that  it 
was  to  be  a  48-inch  steel  main  of  a  type  similar  to  that  used  in  the 
production  of  the  oil  pipe  lines,  but  of  a  larger  diameter. 

Mr.  Driers.  We  didn't  prepare  the  plans  and  specifications  for  it, 
sir.  They  were  prepared  by  the  W.  P.  A.,  and  the  project,  as  I  indi- 
cated before,  was  approved  before  the  housing  agencies  started  to 
select  sites. 

Mr.  Fulton.  Isn't  there  a  similar  water  line  that  is  being  built  on 
the  southwest  part  of  Detroit,  anyhow,  for  the  purpose  of  supplying 
Grosse  Isle? 

Mr.  Drters.  Since  that  time,  an  additional  supply  line  down  to  the 
down-river  communities  has  been  approved. 

Mr.  Fulton.  So  that  you  have  water  at  either  end,  have  you  not? 

Mr.  Di\^RS.  Today,  but  not  at  the  time  when  the  original  site  selec- 
tions were  made. 

Mr.  Fulton.  You  had  at  the  time  of  the  original  site  selection,  one 
reason  being  the  water  pipe  line,  and  the  other  reason  being  the  rail- 
road situation,  both  of  whicli  have  now  been  eliminated  by  the  fact 
that  you  are  going  to  build  the  pipe  line  and  that  you  are  not  going 
to  use  the  railroad. 

Mr.  Divers.  We  might  still  need  the  railroad. 

Mr.  Fulton.  How  are  you  going  to  build  that  railroad?  You 
would  have  to  put  up,  as  I  believe  you  informed  me,  another  track, 
and  you  would  have  to  extend  the  side  ballast  of  the  railroad  tracks. 

Mr.  Di\TiRS.  At  the  time  the  site  selection  was  undertaken.  Colonel 
Starr  and  I  went  to  see  Mr.  Richardson,  who  wrote  the  letter  to 
which  you  referred,  and  at  that  time  we  had  under  consideration 
alternate  sites  for  the  housing.  Mr.  Richardson's  advice  to  us  at  that 
time  was  that  apparently  no  rubber  would  be  available  until  after 
the  war  for  civilian  uses.  They  weren't  sure  whether  rubber  would 
be  available  even  for  bus  transportation  to  defense  plants.  He  sug- 
gested that,  as  a  matter  of  precaution,  the  best  thing  to  do  was  to 
locate  the  housing  within  walking  distance  of  the  railroad  which  was 
serving  the  plant,  because  even  though  the  New  York  Central  was 
unwilling  to  undertake  commuter  service  at  the  present  time,  he  felt 
that  if  and  when  it  became  necessary,  the  Office  of  Defense  Trans- 
portation would  be  able  to  convince  them  that  it  was  desirable. 

]Mr.  Fulton.  They  told  me  that  they  didn't  have  any  cars — I  mean 
the  Office  of  Defense  Transportation — unless  they  took  them  off 
branch  lines. 

Mr.  Drv'ERS.  That  is  correct.    That  is  what  they  told  us,  too. 


5270      INVESTIGATION    OF   THE    NATIONAL    DEFENSE    PROGRAM 

Mr,  Fulton.  Or  unless  they  built  them,  and  that  they  haven't 
made  any  determination  to  do  either  of  those  things,  because  they  feel 
that  the  bus  lines  can  take  care  of  it. 

Mr.  Divers.  At  the  time  that  we  talked  to  them,  they  indicated  it 
might  be  necessary  to  take  off  competing  lines  from  different  railroads 
and  to  use  that  equipment.  He  didn't  know  where  they  would  get 
the  equipment,  as  a  matter  of  fact,  but  he  said  that  if  it»  became 
necessary  to  find  the  equipment  and  to  provide  commuter  service  in 
order  to  keep  that  plant  operating,  he  felt  that  a  way  would  be  found 
to  do  it. 

The  Chairman.  Senator  Kilgore? 

Senator  Kilgore.  I  have  some  questions  here.  Part  of  them,  of 
course,  are  water  over  the  dam,  but  I  think  they  have  a  bearing 
on  the  future,  and  some  of  them  are  on  this  plant. 

When  you  reach  your  peak  load  there,  is  it  designed  that  these 
employees  will  come  from  what  you  might  call  the  Willow  Run 
vicinity — I  mean  by  that,  Detroit  and  these  surrounding  communi- 
ties— or  are  they  migrants  coming  in  a  defense  migration? 
Mr.  Divers.  It  will  be  a  combination  of  both,  sir. 
Senator  Kilgore.  About  what  percentage?  Has  anybody  ever 
studied  that? 

Mr.  Divers.  Yes,  sir;  we  have  studied  it,  but  we  don't  know  what 
the  answer  is.  There  will  be  an  in-migration  into  the  Detroit  metro- 
politan area  on  the  whole  of  around  75,000  war  workers. 

Senator  Kilgore.  In  other  words,  most  of  the  plants  up  there  are 
working  full  time  anyway,  and  the  big  bulk  of  the  Detroit  area  people 
are  working,  aren't  they,  and  have  been  for  some  time?  Isn't  that 
a  fact? 

Mr.  Divers.  Yes,  sir.  They  expect  that  the  local  labor  supply  will 
be  exhausted  within  the  next  couple  of  months. 

Senator  Kilgore.  As  a  matter  of  fact,  they  are  working  on  at 
Willow  Run  a  whole  lot  of  migrant  workers  right  now. 
Mr.  Divers.  Yes,  sir. 

Senator  Kilgore.  When  I  was  up  tliei-e  I  saw  a  line  2  miles  long, 
and  most  of  them  looked  like  migi'ant  workers.  They  appeared  not 
to  be  from  tliat  vicinity.  There  is  not  sufficient  housing  to  take 
care  of  tliese  migrants  in  the  Detroit  area,  is  there? 

Mv.  Divers.  Tliere  is  sufficient  housing  to  take  care  of  a  good 
part  of  the  single  workers,  and  even  the  two-])erson  families  might 
be  able  to  find  either  rooms  or  possibly  some  light  housekeeping  ac- 
commodations which  are  made  available  through  conversions,  addi- 
tions, and  things  of  that  kind,  but  there  isn't  housing  for  families 
of  thi'ee  or  more  persons,  ])articularly  families  with  children. 

Senator  Kilgore.  Then  the  main  ]5urpose  of  this  housing  project 
is  to  cut  transportation,  isn't  that  about  right,  to  reduce  the  trans- 
portation miles  foi'  plant  workers? 

Mr.  Divers.  AVell,  we  would  have  to  build  the  housing  anyway 
some  ]ilace  for  the  Detroit  metropolitan  area,  and  it  is  a  question  of 
whether,  in  locating  that  housing,  which  has  to  be  built  anyway,  we 
could  reduce  the  transportation  problem  at  the  same  time. 

Senator  Kilgore.  Isn't  it  also  a  fact  that  the  major  portion  of  these 
workers  even  in  the  Detroit  area  are  trained  in  this  plant  for  their 
work?     In  other  words,  isn't  it  a  fact  that  they  are  not  especially 
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skilled,  except  the  leaders  and  foremen  for  the  work  and  that  they 
are  trained  on  the  job  to  do  a  specific  small  part  of  the  construction? 

Mr.  Divers.  That  is  right. 

Senator  Kilgobe.  Then  was  there  any  reason  why  we  had  to  put  a 
plant  like  this  in  such  a  congested  area  for  labor  and  cause  such  a 
tremendous  defense  migration?  Was  there  any  particular  reason 
there  ? 

]\Ir.  Divers.  No,  sir. 

Senator  Kilgore.  I  know  you  didn't  do  it.  I  am  just  getting  at 
this  as  water  over  the  dam,  looking  at  this  Plant  Site  Board  as  to 
what  they  make  mistakes  on. 

]Mr,  DiAERS.  No,  sir ;  I  don't. 

Senator  Kilgore.  In  other  words,  it  could  have  been  located  else- 
where in  the  United  States  and  possibly  have  saved  some  of  this 
congestion,  is  that  not  right? 

]\Ir.  Divers.  And  we  would  have  found  it  there  when  we  looked 
into  the  liousing  problem,  yes,  sir. 

Senator  Kilgore.  Now,  looking  over  these  schdules,  the  one  of 
April  24  for  taking  care  of  47,000  workers,  checking  that,  it  appears 
that  for  each  worker  housed,  if  we  just  set  a  house  on  the  ground 
with  no  utilities  and  no  service,  we  will  have  a  capital  investment 
of  $2,308.50  under  that  first  plan:  and  under  the  adjusted  plan  for 
changes,  contemplating  only  60,000  workers,  we  will  have  an  individ- 
ual worker  capital  investment  for  housing  of  $1,888  88 — not  counting 
utilities,  not  counting  service,  not  counting  anything  of  the  extras, 
but  just  setting  houses  on  the  ground. 

There  is  no  question  but  that  this  is  defense  housing,  is  there? 
In  other  words,  it  is  to  take  care  of  this  program? 

Mr.  Divers.  That  is  right. 

Senator  Kilgore.  If  you  divide  just  that  amount,  without  interest 
or  anything  else,  on  the  first  plan  you  are  getting  $461.70  a  year  in 
there,  and  on  the  second  one,  $377.77  a  year  capital  investment  per 
worker.  Wouldn't  it  be  cheaper  to  pay  some  transportation,  to  subsi- 
dize some  transportation  and  get  away  from  this  housing  cost?  You 
spoke  of  the  cost  of  transportation  of  these  workers  being  excessive. 

Mr.  Divers.  That  is  right. 

Senator  Kilgore.  And  I  grant  you  it  would,  be  if  it  runs  $1.50  or 
$1.75  a  day. 

JNIr.  Blandford.  At  $1  a  day,  the  transportation  cost  from  Detroit 
is  $300  per  worker  per  year,  which  in  itself  is  a  substantial  part  of 
the  $377.77  you  mention.  Besides,  housing  would  need  to  be  built 
somewhere  even  if  not  at  tlie  plant.  Besides,  Senator,  there  is  no 
statutory  provision  for  any  such  approach  to  the  problem  as  paying 
transportation  costs. 

Senator  Kilgore.  I  grant  you  there  isn't.  I  am  just  trying  to  get 
a  slant  that  there  might  possibly  be  a  statutory  approach  arranged 
for. 

Mr.  Bi^ANDFORD.  And  secondly,  you  still  face  the  problem  and  the 
possibility  that  you  might  not  have  rubber  or  some  alternative  method 
of  transport. 

Senator  Kilgore.  You  have  rail  in  there  now. 

Mr.  Blandford.  The  rail  is  the  last  resort.  It  is.  by  common  agree- 
ment, the  least  likely  and  most  speculative  partial  solution.     The 
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main-line  railroad  there  might  in  time  be  used  in  some  fashion  for 
commuter  traffic. 

Mr.  Divers.  Senator,  that  also  assumes  that  these  people  would 
have  some  place  to  live  in  Detroit  or  wherever  they  would  comm.ute 
from. 

Mr.  Blandtord.  You  still  have  to  have  the  houses.  For  families, 
in  particular,  there  is  hardly  more  room  in  Detroit  proper,  with  the 
vacancy  ratio  0.6  percent,  than  in  the  whole  area,  with  the  vacancy 
ratio  0.4  percent. 

Senator  Kilgore.  You  still  have  the  defense  migration  problem. 

The  Chairman.  Isn't  it  a  fact  that  Ford  is  putting  these  people  to 
work  at  the  Willow  Eun  plant  in  the  order  in  which  they  were  laid 
off  from  his  other  plants  when  he  shut  down  and  quit  making  auto- 
mobiles ? 

Mr.  Divers.  That  I  couldn't  answer,  sir. 

The  Chairman.  That  is  what  ]Mr.  Sorensen  told  me. 

Mr.  Di\TERS.  I  think  there  was  something  in  the  newspapers  out 
there  which  indicated  to  the  contrary. 

Senator  Kilgore.  Of  course,  if  they  come  from  the  Detroit  area, 
there  must  be  housing  for  them  in  the  Detroit  area,  because  they  cer- 
tainly haven't  been  sleeping  in  the  streets  in  the  past. 

Mr.  Blandford.  We  finally  get  back,  regardless  of  that  shifting, 
Senator,  to  a  firm,  conservative  figure  of  75,000  migrants.  This  is 
not  our  figure.  It  is  the  War  Production  Board,  War  Manpower 
figure.  Then,  sheer  experience  indicates  that  a  certain  percentage  of 
these  workers  are  workers  Avith  families,  and  we  have  to  provide  some 
housing  for  them.  Regardless  of  the  shifts  that  may  take  place  from 
one  plant  to  another,  there  is  a  net  need  for  new  housing,  and  here 
you  have  an  opportunity  to  locate  it  with  most  consideration  for 
critical  materials,  efficiency,  productiveness  of  the  workers,  and  cost 
of  transportation  of  the  workers. 

Senator  Kilgore.  But  in  a  lot  of  these  workers,  for  instance  in  the 
ease  of  5,625,  we  have  $1,100  a  year  housing  cost  there,  not  including 
utilities — a  capital  investment  based  on  a  5-year  program,  if  it  lasts 
that  long. 

Mr.  Blanford.  This  war  is  expensive,  sir. 

Senator  Kilgore.  I  know  it  is. 

Mr.  Blandford.  We  just  have  a  $40,000,000,000 

Senator  Kilgore  (interposing)  :  On  the  other  hand,  we  talk  of 
bringing  construction  workers  in  in  trailers  and  we  speak  of  rubber. 
For  every  construction  worker  we  bring  in  a  trailer,  there  are  seven 
more  tires  being  used — five  on  the  car  and  two  on  the  trailer.  There 
is  another  thing  I  am  getting  at.  I  noticed  in  Norfolk  recently  these 
Farm  Security  Agency  trailers.  Wouldn't  it  be  possible  to  build  a 
demountable  house  like  one  of  those  trailers — not  a  trailer — and  use 
the  community  bathroom,  bath  and  toilet  facilities  similar  to  what 
the  Farm  Security  have  put  up,  to  take  care  of  your  housing  program 
and  save  a  tremendous  lot  of  utility  charges  and  a  tremendous  cost 
of  building?  I  noticed  families  living  in  those  trailers  in  the  Nor- 
folk area,  perfectly  contented,  which  were  being  leased  to  them  by 
the  Farm  Security.  I  don't  approve  of  the  building  of  more  trailers, 
but  I  am  wondering  if  a  structure  similar  to  that,  shipped  in  by 
freight  and  set  up  on  the  ground,  couldn't  be  used  to  save  tremend- 
ous expense  on  this  thing  in  building  those  five-  and  six-room  houses. 
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Mr.  Divers.  That  is  a  possibility  which  the  Federal  Public  Housing 
Authority  has  been  studying.  Of  course,  once  more  it  comes  to  the 
question  of  how  far  we  have  to  go. 

Senator  Kilgore.  All  right,  that  is  all. 

The  Chairman.  Senator  Brew^ster. 

Senator  Brewster.  Have  you  determined  the  site  of  the  2,500 
dwelling  units,  where  you  plan  to  put  it? 

Mr.  Blandford.  May  I  ask  Mr.  Emmerich,  who  is  responsible  for 
that,  to  answer  that  question? 

Mr.  Emmerich.  Senator,  the  sites  that  we  are  considering  and  on 
which  we  are  planning  to  put  these  units — there  are  4,500  houses 
contemplated  for  public  construction  in  this  program,  and  2,500 
we  are  planning  to  put  in  the  site  nearest  the  plant. 

Senator  Brewster.  How  far? 

Mr.  Emmerich.  I  should  say  the  center  of  the  site  is  about  2 
miles  from  the  plant.  Some  of  it  would  be  closer,  and  some  of  it 
would  be  fai'ther. 

Senator  Brewster.  How  do  you  designate  that? 

Mr.  Emmerich.  That  is  directly  north,  between  the  plant  and 
Ypsilanti,  north  of  the  Michigan  Kailroad  tracks.  The  other  2,000 
houses  are  scheduled  to  be  built  in  the  Wayne-Inkster  area,  which 
is  some  8  or  9  miles  from  the  plant. 

Senator  Brewster.  Those  are  private  or  public? 

Mr.  E31MERICH.  These  are  all  publicly  financed  houses.  The  dor- 
mitory apartments  are  also  proposed  to  be  built  within  the  2-mile 
area  near  the  plant. 

Senator  Brewster.  That  2-mile  area  is  considered  walking  dis- 
tance ? 

Mr.  Emmerich.  Yes,  sir. 

Senator  Brewster.  Now,  Mr.  Blandford,  about  the  problem  here, 
I  note  by  the  figures  that  to  ])ut  these  people  in  family  units  instead 
of  dormitories  means  a  difference  of  $13,000,000  on  just  this  item 
alone ;  that  is,  if  you  built  dormitory  units  to  take  care  of  individual 
men,  the  difference,  according  to  your  figure,  would  be  $43,000,000 
in  the  amount  which  it  is  costing  us  to  build  houses  for  them. 

Mr.  Blandford.  Senator,  would  the  difference  be  that  much  on 
our  present  program  ? 

The  Chairman.  That  is  the  original  program. 

Mr.  Blandford.  I  think  the  difference  would  be  only  about  $20,- 
000.000.    Is  that  right? 

Mr.  Fulton.  It  would  be  less  than  that,  I  think,  Mr.  Blandford. 

The  Chairman.  A  little  less  on  the  second  program. 

Senator  Brewster.  I  am  figuring  on  the  second  program,  your  total 


is- 


The  Chairman  (interposing).  $29,000,000. 

Senator  Brewster'.  Oh,  I  see. 

The  Chairman.  You  figured  that  in  as  part  of  the  total,  but  that 
is  the  total. 

Senator  Brewster.  What  is  on  this  schedule  here,  No.  4,  the  $5,625 
you  have  downi  twdce. 

Mr.  Divers.  One  of  those  is  public,  and  the  other  is  private. 

Mr.  Blandford.  $29,000,000  is  the  total  of  the  public.  That  is  not 
too  clear.     There  ought  to  be  a  line  between  there. 
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Senator  Brewster.  That  is  what  fooled  me.  I  thought  the  second 
one  was  $5,625. 

Mr.  FuLTOx.  I  think,  Senator  Brewster,  it  would  be  $19,150,000. 

Senator  Brewster.  The  difference? 

Mr.  Fulton.  Yes,  sir. 

The  Chairman.  It  is  just  as  great  in  proportion. 

Senator  Brewster.  That  $19,000,000  represents  the  cost  of  giving 
them  family  housing.  Waiving  the  question  of  the  money,  which 
doesn't  seem  to  be  so  much  a  matter  of  concern  now  except  to  some 
individuals,  but  looking  at  it  just  from  the  standpoint  of  materials  and 
men,  what  is  that  in  these  projects,  about  50  percent  material  and 
about  50  percent  labor? 

Mr.  Blandford.  1  think  that  would  be  a  fair  approximation,  sir. 

Senator  Brewster.  That  means  that  there  is  $10,000,000  worth  of 
materials  and  $10,000,000  worth  of  labor  that  is  going  to  be  used  in 
the  next  few  critical  months  to  give  people  a  family  dwelling.  Is 
that  right? 

Mr.  Blandford.  Yes. 

Senator  Brewster.  In  this  project? 

Mr.  Blandford.  In  this  project. 

Senator  Brewster.  How  many  are  you  planning  in  the  country  now 
in  the  next  year  ?  What  does  your  program  contemplate  for  provision 
of  housing  ? 

Mr.  Blandford.  The  program  that  we  recently  presented  to  the 
Congress  to  meet  fiscal  1943  needs  totaled  $600,000,000,  and  included 
100,000  dormitory  units,  75,000  dormitory  apartments,  and  85,000 
family  dwelling  units.  When  that  program  is  approved  and  appro- 
priated for,  it  will  be  on  top  of  a  program  currently  under  way  for 
use  in  fiscal  1943  which  includes  120,000  public  family  dwelling 
houses.    Is  that  correct  [to  Mr.  Keyserling]  ? 

Mr.  Keyserling.^  Yes ;  that  is  correct. 

Mr.  Blandford.  And  some  270,000  privately  constructed  family 
dwelling  units  will  also  serve  the  fiscal  1943  need. 

Senator  Brewster.  120,000  of  what  type? 

Mr.  Blaxdford.  Public.    That  is  the  figure,  sir. 

Senator  Brewster.  Are  tliose  that  you  speak  of  as  already  author- 
ized under  way  or  still  in  process? 

Mr.  Blandford.  In  various  stages.     They  are  all  programmed,  in 

various  stages  of  site  selection,  letting  of  contracts,  and  construction. 

Senator  Brewster.  Taking  the  85,000  family  dwelling  units  at  a 

difference  in  cost  of  approximately  $4,000  between  the   dormitory 

type  and  the  family  dwelling  type 

Mr.  Blandford  (interposing^.  Senator,  the  difference  on  the  aver- 
age throughout  the  country  wouldn't  be  quite  that  much.  Detroit, 
of  course,  is  higher. 

Senator  Brewster.  What  would  you  say? 
Iklr.  Blandford.  About  $3,000  or  $3,500. 

Senator  Brewster.  That  would  mean  a  difference  of  around  $250,- 
000,000  as  between  the  two  tvpes  of  85,000  family  dwelling  units.  I 
am  figuring  $3,000  times  85,000.    Would  that  be  right? 

Mr.  Blandford.  I  assume  that  figure  would  be  correct.  However, 
as  an  investment  matter,  the  family  units,  especially  the  permanent 
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ones,  will  return  more  to  the  Government  in  rents  than  any  other  type 
of  housing.  From  the  money  viewpoint,  they  cost  the  Government 
least. 

Senator  Brewster.  Again  disregarding  the  matter  of  money,  the 
f^2o0,000,000,  looking  simply  at  the  matter  of  materials  and  labor, 
that  means  $125,000,000  worth  of  materials  of  considerable  import- 
ance and  $125,000,00  worth  of  labor.  Approximately  how  long  does 
it  take  a  man  on  one  of  these  jobs,  building  50  or  60  days,  when  you 
really  get  going? 

Mr.  Blandford.  About  4  months,  sir. 

Senator  Brewster.  And  they  get  an  average  of  around  $1  an  hour, 
I  suppose? 

Mr.  Blandford.  Yes;  I  think  so. 

Sanator  Brewster.  Or  better.  I  had  the  $19,000,000  figured  on  a 
basis  of  70  days,  that  it  would  occupy  160,000  men  for  70  days  to  do 
that  Ford  project  alone.  Do  you  have  any  figures  on  anything  like 
that  ? 

Mr.  Blandford.  No,  sir;  I  haven't. 

Mr.  Fulton.  Senator,  I  think  that  includes  work  not  only  on  the 
site  but  work  in  preparing  materials.  As  you  say,  half  and  half,  but 
I  think  he  meant  half  labor  all  the  way  through,  not  just  on  the 
actual  site,  so  that  some  of  that  labor  would  be  in  factories  and  other 
places. 

Senator  Brewster.  That  is  all  right.  The  result  is,  however,  that 
it  occupies  160.000  men  for  2  to  3  months  at  various  stages. 

Mr.  Divers.  I  think  that  there  must  be  one  too  many  zeros  in  there. 
1  think  it  is  lots  closer  to  15,000.     Isn't  that  right,  Mr.'  Fulton  ? 

INIr.  Fulton.  It  would  depend  on  whether  you  are  including  all  the 
labor.    I  don't  know  how  the  figure  is  reached. 

Mr.  Diat:rs.  Figuring  a  man  per  day  to  the  dwelling  unit,  roughly. 

Mr.  Fulton.  For  more  than  just  building,  because  you  have  to 
make  nails,  for  example,  in  the  steel  mills. 

The  Chairman.  Those  figures  can  be  corrected.  Let's  not  argue 
about  the.  figures.  Let's  f[:et  at  what  you  are  trying  to  get  at.  Senator, 
We  can  correct  the  record  so  that  it  will  be  correct. 

Senator  Brewster.  The  way  I  estimated  it  was  to  take  a  10-hour 
day.  I  figured  a  10-hour  day  at  an  average  of  $1  an  hour,  which  is 
certainly  ]n-obably  conservative.  But  on  the  $250,000,000 — let  us 
take  that  figure — approximately  what  this  would  cost  if  we  author- 
ized this  program,  half  of  that  being  for  labor,  $125,000,000,  we  can 
agree  that  at  any  rate  it  takes  an  enormous  amount  of  material  and 
of  manpower  to  do  this  job. 

Mr.  Blandford.  Just  like  any  other  sector  of  the  war  front;  that  is 
right.  But  for  the  whole  country,  these  figures  are  very  reasonable. 
We  have  estimated  that  the  critical  material  requirements  for  the 
whole  new  $600,000,000  war-housing  job  will  range  for  various  ma- 
terials, from  two  one-hundredths  of  1  percent  to  six-tenths  of  1  per- 
cent of  the  total  annual  supply  (excluding  stock  piles). 

Senator  Brewster.  The  point  which  I  am  coming  to  is,  is  it  essen- 
tial in  this  crisis  to  make  that  sacrifice  during  this  next  year  to 
maintain  the  morale?    Isn't  that  the  fimdamental  problem? 

]\Ir.  Blandford.  I  think  you  are  raising  the  fundamental  question 
of  whether  or  not  we  should  provide  family  dwelling  units. 
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Senator  Brewster.  That  is  right. 

Mr.  Blandford.  There  is  a  suggestion  heard  sometimes:  The  sol- 
diers live  in  barracks.    Why  can't  the  workers  live  in  barracks? 

Senator  Brewster.  I  am  glad  to  have  you  say  that.  I  didn't  want 
to  say  it. 

The  Chairman.  Let  me  interrupt  you  there  just  a  minute,  Mr. 
Blandford.  Isn't  it  also  true  that  right  at  the  present  time  in  the 
whole  Middle  West  all  construction  of  every  sort  has  been  stopped 
because  the  Army  and  the  Navy  have  requisitioned  all  the  materials 
and  you  can't  get  them  for  private  construction,  even  for  your  own 
construction  ? 

Mr.  Blandford.  It  has  been  slowed  up.  That  is  a  temporary  con- 
dition, and  we  expect  to  resume  construction,  but  we  do  not  agree 
with 

Senator  Brewster  (interposing).  Let  me  make  it  a  little  more  em- 
phatic. You  said  "living  in  barracks."  I  spent  a  little  time  in  Alaska 
this  last  year,  and  I  saw  American  soldiers  living  in  tents  because 
they  couldn't  get  any  barracks.  Those  are  conditions  under  which 
the  boys  are  carrying  on. 

Mr.  Blandford.  They  have  a  unique  transportation  problem  to 
Alaska  which  we  don't  have  here,  of  course.  We  don't  think  that 
that  suggestion,  which  is  only  occasionally  made 

Senator  Brewster  (interposing).  I  thank  you. 

Mr.  Blandford.  And  not  by  those  who  have  had  intimate  contact 
with  the  pi'oblem  of  production  and  housing,  is  sound.  In  the  first 
place,  it  disregards  the  fact  that  to  date  our  selective  service  soldiers 
have  been  single  men  without  families,  preponderantly.  We  are  talk- 
ing about  production  workers  here,  with  families  to  support  and  with 
the  inability  to  support  two  homes  in  many  cases.  But  aside  from 
abstract  debate  or  different  philosophies  about  what  our  workers 
should  have,  we  are  relying  on  a  number  of  what  we  consider  valid 
judgments — experiences.  In  the  first  place,  plant  managers  almost 
without  exception  insist  on  a  proportion  of  family  dwelling  units. 
We  inserted  in  the  record  in  our  House  hearings  on  the  $600,000,000 
authorization  bill,  a  considerable  number  of  telegrams  from  such 
plant  managers,  saying  that  they  could  not  get  their  workers  or  they 
could  not  hold  their  workers  unless  an  adequate  proportion  of  family, 
dwelling  units  were  provided.  There  are  also  those  who  tell  us  that 
from  their  experience  in  the  first  World  War,  dormitories  were  not 
the  solution  to  the  problem.  Correspondingly,  from  individual  Army 
and  Navy  operators  in  the  field,  with  responsibility  for  production, 
we  get  identical  reactions. 

There  must  be  a  proportion  of  family  dwelling  units.  Obviously, 
and  understandably,  labor  has  strongly  urged  a  sufficient  number  of 
family  dwelling  units.  The  war  housing  policy,  which  the  War  Pro- 
duction Board  joined  the  National  Housing  Agency  in  framing,  pro- 
vides definitely  for  family  dwelling  units.  The  War  Manpower  Com- 
mission, in  a  recent  meeting  approved  a  recommendation  of  its  Man- 
agement-Labor Policy  Committee  which  provided  as  follows: 

Productive  efficiency  is  best  served  if  workers  are  able  to  lead  normal  family 
lives.  Thus,  every  effort  shonld  be  devoted  to  providing  housing  of  such  a  char- 
acter that  will  permit  families  to  be  kept  together.     To  the  extent  that   the 
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scarcity  of  materials  makes  it  necessary  to  reduce  the  amount  of  material 
expended  for  worker  housing,  it  is  agreed  that  this  reduction  will  be  met  by 
reducing  the  amount  of  facilities  provided  per  family  unit  rather  than  by  housing 
workers  without  their  families. 

Finally,   the  House   committee   itself — the    Committee   on   Public 

Buildings  and  Grounds — in  its  report  on  this  bill,  which  has  been 
referred  to,  states  that — 

The  committee  is  firmly  convinced — 
and  this  is  a  committee  that  had  extensive  hearings  on  that  subject — 

of  the  need  for  this  minimum  number  of  family  units,  particularly  in  view  of 
the  emphasis  upon  the  drafting  of  single  men  first,  and  in  view  of  strong  state- 
ments in  the  hearings  from  plant  managers  all  over  the  country  that  without 
family  accommodations  they  can  neither  obtain  nor  hold  an  adequate  working 
force. 

In  otlier  words,  regardless  of  philosophy  or  judgment,  the  realities 
of  the  situation  are  that  those  in  contact  with  the  problem  feel  the  need 
for  family  dwelling  units. 

Senator  Brewster.  Of  course,  I  tliink  we  all  developed  our  state  of 
mind  prior  to  Pearl  Harbor,  and  I  think  we  were  all  in  general  accord 
with  this  program  and  were  all  working  in  that  direction.  It  has 
seemed  to  me  that  possibly  we  are  somewhat  underestimating  the 
patriotism  of  American  workers  if  they  realize  the  crisis  of  which  we 
are  constantly  told,  that  we  have  got  to  take  millions  of  man-hours  and 
millions  of  dollars'  worth  of  critical  materials  to  give  them  housing 
for  the  next  year  or  two  with  their  wives  and  families,  while  American 
boys  are  begging  for  those  materials  and  that  manpower  to  go  into 
the  production  of  war  materials,  and  I  would  personally  feel  that  if 
that  problem  were  properly  presented,  you  wouldn't  need  to  worry 
about  the  Amei-ican  workingman.  I  think  I  know  something  about 
them  from  my  own  association  and  from  having  been  one  of  them  for 
a  period,  and  I  don't  believe  you  would  need  to  have  any  difficulty  if 
the  men  knew  that  it  was  necessary  for  the  next  year  or  two  for  them 
perhaps  to  go  home  for  the  week-end  instead  of  spending  every  night 
in  the  week  with  their  families.     That  is  a  mere  matter  of  opinion. 

Mr.  Blandford.  Senator,  all  the  quotations  that  I  gave  you,  all  the 
expressions  of  opinion,  all  of  the  policy  statements  from  the  War  Pro- 
duction Board,  War  Manpower  Committee,  and  the  House  committee, 
are,  of  course,  since  Pearl  Harbor.  Labor,  of  course,  is  in  a  position 
to  speak  for  itself.  I  certainly  am  sure  you  don't  question  its 
patriotism. 

Senator  Brewster.  I  thought  you  were  the  one  who  was  questioning 
it — not  I.  I  said  you  were  underestimating  the  patriotism  of  Ameri- 
can workingmen. 

Mr.  Blvndford.  I  am  merely  quoting  their  position  as  reflected  in 
the  War  Manpower  Commission's  management-labor  policy  commit- 
tee, and  their  position  as  expressed  in  hearings  from  time  to  time,  as 
well  as  the  opinions  of  plant  managers  with  respect  to  family  dwelling 
units.  We  came  up  against  an  understandable  reaction  on  the  part 
of  the  worker.  He  has  seen  a  period  when  we  built  great  plants  like 
this  splendid  plant  at  this  location,  built  for  continuous,  permanent 
operation,  with  all  of  the  refinements  possible  in  the  interest  of  effi- 
ciency of  production,  and  perhaps  with  generous  use  of  critical  ma- 
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terials — historically,  at  least — and  then  he  has  seen  the  question  raised 
as  to  whether  an  infinitely  smaller  amount  of  critical  materials  is 
to  be  available  for  housin*:^  that  worker  who  is  to  make  that  plane 
produce.  I  think  housing,  historically,  has  been  neglected.  It  got 
behind  the  procession  some  time.  When  that  plant  was  planned, 
there  should  have  been  consideration  of  the  housing  needs  related  to 
the  site  and  all  the  other  considerations,  and  there  ought  to  have  been 
a  sufficient  conserving  or  economy  of  critical  materials  in  that  plant 
to  make  available  this  million-dollar  water  line  out  to  the  plant,  and 
to  build  the  housing  for  the  workers  who  were  to  have  produced  the 
goods. 

Senator  Breavster.  You  will  agree  that  was  all  before  Pearl  Harbor, 
when  the  whole  picture  was  changed. 

Mr.  BrANDrcRD.  I  assume  the  plan  was. 

Senator  Brewster.  Of  course  it  was.  It  was  created  and  built  when 
we  were  at  peace. 

Mr.  Blandford.  I  think  we  currently  have — I  am  sure  we  are  all 
conscious  of  it — a  responsibility  to  see  that  we  are  conserving  mate- 
rials carefully  on  all  sectors  of  the  war  front,  that  this  1  percent  of 
money  and  materials  that  is  going  into  housing  workers  isn't  getting  a 
microscopic  examination  at  the  same  time  that  other  appropriations, 
other  ex})enditures,  for  construction  are  not  treated  quite  the  same. 
We  have  questions  raised  constantly  in  connection  with  ai:)propria- 
tions  about,  "Are  the  materials  available  for  this  housing?"  I  don't 
think  a  single  such  question  was  raised  when  the  $40,000,000,000  esti- 
mate cauie  over  here,  which  was  passed  in  a  few  weeks. 

The  Chairman.  I  raised  a  question. 

Senator  Brewster.  I  am  afraid  you  didn't  read  Seuator  Truman's 
fight. 

The  Chairman.  You  didn't  read  the  record,  I  think. 

Senator  Brewster.  He  very  caustically  questioned  it. 

Mr.  Blandfofd.  In  any  event,  I  think  housing  ought  to  get  equi- 
table consideration. 

Senator  Brewster.  What  other  field  would  you  suggest  as  less 
essential  ? 

Mr.  Blandford.  I  am  not  suggesting  that  any  is  less  essential.  My 
only  suggestion  is  that  housing,  as  we  are  programing  it  conser- 
vatively to  meet  the  needs  of  migrant  war  workers,  should  have 
the  same  access  to  critical  materials  as  the  plants  Avhich  the  housing 
serves. 

Senator  Brewsit.r.  You  know  what  we  have  done  on  that.  We 
have  practically  discontinued  all  plant  expansion.  We  discontinued 
the  Higgins  yard.  Why?  Because  of  the  shortage  of  critical  ma- 
terials. 

Mr.  Blandford.  Incidentally,  that  disrupted  about  2  months  of 
intensive  study  of  New  Orleans  housing  needs. 

Senator  Brewster.  We  saw  it  down  there.  They  were  doing  the 
same  thing.  So  I  think  that  everyone  is  trying  to  approach  this 
from  the  new  point  of  view  that  has  come  to  us  since. 

Mr.  Blandford.  I  think  that  is  correct.  Senator,  and  the  War  Pro- 
duction Board  today  is  admittedly  more  conscious  of  the  importance 
of  housing  in  the  picture.  We  are  getting  higher  priority  ratings. 
We  are  getting  a  lot  more  consideration  today. 


INVESTIGATION    OF   THE    NATIONAL    DEFENSE    PROGRAM     5279 

Senator  Brewster.  I  Avould  appreciate  it  if  you  would  break 
doAvn,  in  this  current  estimate  of  100,000,  75,000,  "^and  85,000,  what 
that  will  involve  in  materials  and  manpower,  if  you  haven't  that 
already.     I  would  appreciate  receiving  that. 

The  Chairman.  We  will  have  it  made  part  of  the  record,  Senator. 

Senator  BREWsrER.  That  is  the  new  program,  just  what  that  in- 
volves. 

Mr.  Blandford.  I  am  quite  sure  we  have  that. 

The  Chairman.  I  started  to  ask  you  if  the  War  Production  Board 
has  yet  reached  a  conclusion  on  this  project.     Have  they  decided? 

Mr.  Blandford.  If  so,  they  have  not  communicated  it  to  us.  I 
understand  not. 

The  Chairman,  We  will  hold  a  hearing  on  that  with  them  and 
find  out  what  they  are  going  to  do  about  it. 

Mr.  George  Meader  and  Henry  Riggs.  We  would  like  to  hear 
from  you  for  just  a  few  minutes  before  we  go  to  the  Senate.  Will 
you  gentlemen  be  sworn,  please?  Do  you  solemnly  swear  to  tell 
the  truth,  the  aaIioIc  truth,  and  nothing  but  the  truth  in  what  you 
are  about  to  testify  before  this  committee,,  so  help  you  God  ? 

Mr.  Meader.  I  do. 

Mr.  Riggs.  I  do. 

TESTIMONY  OF  GEORGE  MEADER,  PROSECUTING  ATTORNEY, 
WASHTENAW  COUNTY.  MICH.,  ANN  ARBOR,  MICH.,  AND  HENRY 
E.  RIGGS,  RETIRED  PROFESSOR  OF  CIVIL  ENGINEERING  AT  UNI- 
VERSITY OF  MICHIGAN,  ANN  ARBOR,  MICH. 

The  Chairman.  Will  you  gentlemen  be  good  enough  to  give  3'^our 
names  and  connections  to  the  reporter,  please?  I  am  going  to  make 
a  request  before  you  do  that,  to  be  as  brief  as  possible,  for  we  have 
your  brief  and  statement  on  this  matter  before  us  here,  and  the 
Senate  is  having  a  very  difficult  time  in  getting  a  quorum.  We  are 
going  to  have  to  adjourn  as  quickly  as  possible,  so  if  you  will  be 
brief,  I  will  appreciate  it. 

Mr.  Meader.  I  have  a  short  prepared  statement  which  I  will  be  glad 
to  furnish  you. 

The  Chairman.  We  will  make  that  part  of  the  record.  We  will 
make  your  prepared  statement  a  part  of  the  record  at  this  point.  Then 
if  you  have  a  brief  oral  statement  that  you  want  to  make,  we  will  be 
glad  to  hear  from  you. 

(The  statement  referred  to  was  marked  "Exhibit  No.  542"  and  is 
included  in  the  appendix  on  p.  5380.) 

Mr.  Meader.  I  might  say  that  Professor  Riggs  also  has  a  state- 
ment. 

The  Chairman.  We  will  make  your  statement,  too,  Professor,  a  part 
of  the  record  if  you  will  give  it  to  the  reporter. 

(The  statement  referred  to  was  marked  "Exhibit  No.  543  and  is 
included  in  the  appendix  on  p.  5384.) 

The  Chairman.  I  don't  believe  you  gave  your  connections. 

!Mr.  Meader.  I  am  prosecuting  attorne}^  of  Washtenaw  County, 
Mich.,  representing  the  county  officials  and  the  Board  of  Super- 
visors of  Washtenaw  County,  who  have  taken  an  interest  in  this  matter 
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because  of  the  fact  that  they  would  be  affected  by  whatever  housing 
is  constructed  in  our  county. 

Professor  Higgs  is  formerly  head  of  the  department  of  civil  engi- 
neering at  the  University  of  Michigan.  He  has  had  very  extensive 
experience  as  a  consulting  engineer,  in  appraisal  and  evaluation  work 
for  railroad  companies  and  public  works  generally,  and  he  has  been 
very  much  interested  in  this  housing  program  since  its  announcement 
in  early  May  of  tiiis  year  and  he  has  prepared  several  studies  on  it 
which  I  think  have  come  before  the  committee  previously  in  one  way 
or  another. 

The  Chairman.  I  think  that  is  true.     I  am  sure  that  is  true. 

Mr.  Meader.  As  far  as  a  brief  oral  statement,  it  is  mainly  to  the 
creation  of  a  new  community  in  our  county  that  we  have  exhibited  con- 
cern. It  is  our  belief  that  that  will  entail  a  great  deal  more  effort 
and  a  great  deal  more  expense  of  man-hours  and  materials  than  if  the 
housing,  whether  permanent  or  temporary,  were  located  at  such  a 
place  that  it  would  take  advantage  of  existing  municipal  facilities.  In 
fact,  it  is  our  position,  as  we  stated  in  the  brief  which  we  filed  with 
the  War  Production  Board 

The  Chairman  (interposing).  We  have  a  copy  of  that  brief. 

Mr.  Meader.  Yes.  I  just  wanted  to  call  attention  to  what  we  con- 
sider a  limitation  of  authority  of  the  housing  agency  as  set  out  in  the 
Lanham  Act,  which  provides : 

Wherever  practicable,  utilization  shall  be  made  of  existing  private  and  public 
facilities,  or  such  facilities  shall  be  extended,  enlarged,  or  equipped  in  lieu  of 
constructing  new  facilities. 

And  there  were  one  or  two  matters  in  connection  with  that  phase  of  it 
that  I  wanted  to  call  attention  to.  I  believe  Mr.  Starr,  in  answer  to 
a  question  as  to  whether  or  not  the  expanded  Ypsilanti  water  system 
would  be  available  for  the  temporary  structures  near  the  bomber  plant, 
referred  to  some  legal  restriction  upon  the  city  of  Ypsilanti  from  sell- 
ing water  outside  its  city  limits.  Although  I  haven't  personally  in- 
vestigated it,  I  am  informed  that  that  restriction,  if  any,  is  merely  by 
city  ordinance,  and  not  by  State  law,  and  it  would  take  action  equiva- 
lent to  the  enactment  of  an  ordinance  to  grant  the  right  or  enter  into  a 
contract  to  sell  the  water,  anyway.  My  information  as  to  their  attitude 
comes  from  Mr.  Ezra  Shoecraft,  an  engineer  in  Ann  Arbor,  who  is  a 
member  of  the  firm  that  Mr.  Divers  referred  to,  that  made  the  water 
study  in  the  Ypsilanti  locality. 

Tlie  Chairman.  Are  you  familiar  enough  with  the  water  situation 
up  there  to  know  whether  the  water  table  in  that  vicinity  is  affected 
by  the  level  of  the  Lakes  ? 

Mr.  Meader.  I  believe  Mr.  Riggs  could  tell  you  a  little  more  about 
that. 

Mr.  RiGGS.  No.  The  ground  water  in  our  county,  from  around  the 
edge  in  the  hills  to  the  river,  is  not  in  any  way  affected  by  the  Lakes. 
May  I  add  right  here  that  the  water  at  the  bomber  plant  that  was  re- 
ferred to  does  not  come  from  the  same  stratum  that  the  water  supply 
of  the  city  of  Ypsilanti  comes  from.  The  Ypsilanti  wells  are  from 
20  to  40  feet  deeper  than  the  wells  at  the  bomber  plant. 

The  Chairman.  So  you  have  two  water  strata  there. 

Mr.  RiGGs.  That  is  right.  At  Ypsilanti  studies  have  been  recently 
made  by  Shoecraft,  Drung  &  McNamee  that  indicate  that  an  abundant 
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supply  can  be  secured  for  19,000  to  20,000  additional  people  in  the 
city  of  Ypsilanti. 

The  Chairman,  You  started  to  make  a  statement.  I  think  I  in- 
terrupted you. 

Mr.  Meader.  Yes.  The  additional  feature  that  I  think  the  com- 
mittee should  consider  is  the  confusion  that  is  likely  to  arise  from 
establishing  a  connnunity  of  this  size  without  any  adequate  govern- 
mental control.  It  is  too  large  a  community  to  be  governed  by  our 
township  system  of  government,  where  the  powers  of  the  township 
board  are  comparatively  limited.  As  a  mere  example,  if  a  township 
wants  to  establish  a  fire  department,  it  has  to  get  the  approval  of  the 
voters,  and  it  doesn't  have  the  freedom  of  action  in  furnishing  what 
we  comuKJuly  think  of  as  municipal  facilities.  It  is  a  much,  nuich  less 
powerful  governmental  unit  that  what  we  ordinarily  think  of  as  a 
city.  Under  our  Michigan  statutes,  this  community  could  not  be 
incorporated  into  a  city  at  least  for  some  time  to  come.  I  have  offered 
that  also  in  the  brief  before  the  War  Production  Board. 

I  think  that  those  problems  deserve  serious  consideration,  and  it 
seems  to  us,  unless  there  is  some  vital  reason  which  Ave  haven't  yet 
heard  for  concentrating  these  Federally  constructed  homes  all  in  one 
area  rather  than  scattering  them,  if  it  is  necesasry  that  the  Govern- 
ment build  permanent  housing,  they  could  use  existing  communities 
where  lots  are  already  serviced  with  the  common  facilities  of  sewerage, 
water,  and  in  some  cases  paved  streets,  curb  and  gutter,  and  sidewalks, 
and  access  to  public  utilities  such  as  gas,  light,  and  telephone. 

The  Chairman.  We  thank  you  very  much.  We  thank  you  gentle- 
men very  much, 

I  understand  that  Mr.  Nicholas  has  a  statement  that  he  would  like 
to  put  in  the  record  at  this  time,  and  I  understand  that  Mr.  Ed  Waite 
of  the  Ford  Motor  Co.  wanted  to  discuss  the  retread  proposition.  I 
want  to  say  to  him  that  I  wish  he  would  prepare  a  statement  and 
get  it  read}^  for  the  next  hearing  which  will  be  when  we  call  the 
War  Production  Board  before  the  committee  for  a  further  considera- 
tion of  this  situation.  We  haven't  time  now  to  go  into  details  with 
these  gentlemen.  I  will  allow  Mr.  Nicholas  to  put  his  statement  in 
the  record  if  he  has  it  ready,  and  he  can  also  return  at  that  time  for  a 
further  hearing,  if  he  desires,  when  we  meet  again  on  this  subject. 

(The  statement  referred  to  was  marked  "Exhibit  No.  544"  and  is 
included  in  the  appendix  on  p.  5385.) 

The  Chairman.  I  have  a  letter  from  the  Detroit  Board  of  Com- 
merce ;  a  telegram  from  the  city  clerk,  city  of  Dearborn ;  a  memoran- 
dum from  the  National  Resources  Planning  Board  ;  a  statement  of  the 
Ann  Arbor  Real  Estate  Board  and  others;  a  letter  from  Great  Lakes 
Greyhound  Lines,  Inc.,  Detroit;  a  statement  by  Glenn  R.  Bravton, 
chairman  of  Housing  and  Transportation  Committee  of  Local  Union 
50,  U.  A.  W.-C.  I.  O. ;  and  a  letter  from  the  Ford  Motor  Co.,  which 
we  will  make  a  part  of  the  record  at  this  point. 

(The  documents  referred  to  were  marked  "Exhibits  Nos.  545  to  551" 
and  are  included  in  the  appendix  on  pp.  5388-5403.) 

The  Chairman.  The  committee  will  stand  recessed  until  the  Tues- 
day meeting  announced  earlier. 

(Whereupon,  at  12:  35  p.  m,,  the  committee  adjourned  until  10:  30 
a.  m,,  Tuesday,  July  28,  1942.) 


APPENDIX 

Exhibit  No.  488 

Office  of 
Donald  M.  Nelson 

Chairman 

War  Production  Board, 
Washington,  D.  C,  March  16,  1942. 
Honorable  Harry  S.  Truman, 

Chairman,  Special  Committee  Investigating  the  'National  Defense  Program. 

Dear  Senator  Truman  :  May  I  ask  your  Committee  to  investigate  the  charges 
made  in  the  statements  issued  to  the  press  yesterday  and  today  by  Mr.  Robert  R. 
Guthrie  who,  on  Saturday,  resigned  from  this  organization. 

Mr.  Guthrie  for  sometime  past  has  been  head  of  the  Textile,  Leather  and 
Clothing  Branch  which  operates  in  three  sections.  Recently  I  learned  that  per- 
sonal conflicts  had  develoi)ed  between  Mr.  Guthrie  and  the  members  of  his  staff 
in  the  Textile  Section.  This  situation  finally  reached  the  i)Oint  where  it  was 
impeding  that  part  of  the  war  production  effort.  During  the  period  of  this  con- 
flict Mr.  Guthrie,  as  chief  of  the  branch,  had  authority  to  deal  with  the  situation 
but  he  failed  to  do  so  on  his  own  account  and  did' not  bring  the  difliculties  to  my 
attention  or  request  any  action  on  my  part  until  after  his  resignation. 

After  reviewing  the  situation  it  was  decided  last  week  to  separate  the  Textile 
section  from  the  other  two,  i-etaining  Mr.  Guthrie  in  charge  of  Leather  and  Cloth- 
ing. For  the  Textile  Section  it  was  proposed  to  bring  in  a  new  man  who  would 
be  wholly  impartial  and  free  from  any  involvement  in  the  conflicts  which  had 
been  impeding  the  work.  IMr.  Guthrie  took  the  position,  however,  that  this 
would  be  unsatisfactory  to  him  and  thereupon  resigned. 

I  have,  of  course,  instituted  and  will  continue  a  careful  investigation  of  these 
charges.  I  think,  however,  that  in  view  of  the  public  importance  of  this  matter 
it  would  be  well  to  have  an  investigation  conducted  also  by  an  outside  agency, 
and  I  shall  therefore  be  glad  to  have  your  Committee  make  such  an  investigation. 
You  may  rest  assured  that  in  doing  so  you  will  have  my  fullest  cooperation. 
Yours  very  truly, 

f  Signed]     Donald  M.  Nbt.son, 

Chairman. 


Exhibit  No.  489 

Memorandum 

February  12,  1942. 
To  :  Mr.  J.  S.  Knowlson. 
Fr(  m  :  I^eon  Henderson. 
Subject :  Refrigerator  Conversion  Program. 

You  have  probably  been  advised  that  as  a  result  of  our  meeting  on  refrigerator 
conversion  last  Saturday,  a  further  meeting  was  held  by  Mr.  Guthrie  on  Tuesday 
■yvhich  Mr.  Weiner  attended  for  the  Division  of  Civilian  Supply.  I  understand 
from  the  report  given  me  liy  Mr.  Weiner,  that  it  was  agi*eed  that  March  31 
was  to  be  the  terminal  date  for  the  refrigerator  industry  except  for  one  selected 
small  company.  This  terminal  date  was  to  be  a  true  terminal  date  and  not 
merely  a  date  beyond  which  operation  would  be  under  appeal  rather  than  under 
formal  order,  since  the  appeal  board  was  to  operate  merely  as  an  agency  to 
provide  interim  military  contracts  and  not  to  extend  refrigerator  production. 
Fur: her  the  order  was  to  permit  operation  at  a  rather  high  but  specified  rate 
such  as  150  percent.     Finally  the  selected  small  plant  was  to  continue  refriger- 
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ator  manufacture  pending  fnrtlior  stndy  of  long-term  civilian  and  military 
refrigeration  needs.  To  make  the  foregoing  effective  it  was  concluded  that 
refrigerator  stocks  would  be  frozen. 

Yesterday  another  meeting  was  held  by  Mr.  Guthrie  which  Mr.  Stein  attended 
for  the  Division  of  Civilian  Suiiply.  Mr.  Stein  advises  me  that  a  proposal  was 
pre.sented  at  this  conference  by  Mr.  Maury  and  approved  by  Mr.  Guthrie  which 
is  subtantially  divergent  in  several  important  particulars  from  the  earlier 
policy  determination.  First,  production  of  refrigerators  between  now  and  March 
31  will  be  limited  only  by  plant  capacity  and  balanced  material  inventory.  Pro- 
duction after  March  31  will  be  proliibited  as  a  matter  of  form  but,  as  was  clearly 
stated,  the  formal  prohibition  is  without  signiticance  since  the  "most  important 
thing"  in  the  whole  order  is  the  appeal  provision  which  permits  manufacture 
at  an  xmspeeified  rate  and  for  an  unspecified  period  after  ]\Tarch  31  at  Mr. 
Guthrie's  discretion.  Thus  the  program  completely  omits  the  provision  of  definite 
termination.  The  sole  guide  in  passing  on  a.ppeals  is  to  lie  "Facilitation  of  con- 
version" or  some  eqvially  general  phrase,  which,  according  to  the  statements 
made  at  the  meeting,  is  to  depend  on  allegations  by  manufacturers  that  various 
•machine  tools  will  not  be  received  until  various  dates  in  the  future  such  as  June 
30  or  that  they  fear  dissipation  of  their  labor  force.  There  is  no  planned  pro- 
vision for  maintaining  one  small  plant  in  operation  pending  further  stndy  of 
refrigeration  needs.     The  order  is  to  include  a  freezing  provision. 

Second,  under  this  proposal  we  do  not  know  how  many  refriegrators  will  be 
manufactured  eitber  between  now  and  Miirch  31  or  thereafter.  The  companies 
which  violated  the  spirit  if  not  tlie  letter  of  inventory  i-estrictions  will  reap  not 
penalty  but  advantage,  while  the  companies  with  smaller  and  more  reasonable 
inventories  get  nothing.  This  precedent  is  an  invitation  to  all  concerns  facing 
severe  curtailment  to  violate  the  inventory  restrictions.  Finally,  I  fail  to  see 
that  the  new  order  would  relieve  us  from  the  embarrassment  of  the  situation  we 
were  in  last  week  under  which  an  appeal  was  first  granted  and  then  snmmarily 
withdrawn.  The  lack  of  an  over-all  policy,  which  cau.'-ed  such  vacillation,  still 
exists. 

As  I  conceive  it,  a  majoi-  function  of  the  Division  of  Civilian  Supply  is  to 
ascertain  and  weigh  the  non-military  demand  'for  the  various  items  normally 
entering  into  the  national  economy.  In  the  liglit  of  this  appraisal  the  Division 
formulates  programs  wiiich  will  preserve  a  proper  balance  in  the  satisfaction  of 
•essential  civilian  needs  and  which  will  simultaneously  i-elea.se  a  maxinumi  of 
material,  manpower,  and  facilities  to  war  production.  The  Division  has  ex- 
amined the  current  situation  and  finds  that  production  of  mechanical  refrigera- 
tors at  a  rate  of  about  150  percent  of  the  present  quotas  between  now  and 
March  31  will  provide  an  adequate  stockpile  of  refrigerators.  Any  necessary 
rounding  out  can  be  taken  care  of  by  operation  of  a  single  sniall  plant.  Produc- 
tion of  mechanical  refrigerators  above  the  numl)er  to  l)e  obtained  in  this  way 
cannot  be  justified  either  in  the  light  of  fi'e  demands  for  war  production  or  in 
the  licht  of  the  many  other  civilian  products  whose  production  is  necessarily 
curtailed  and  which  are  far  more  important  for  civilian  life. 

As  I  have  said  above,  although  Mr.  Guthrie's  proposed  order  gives  the  appear- 
ance of  conformity  witli  the  program  that  I  have  outlined  it  d(>es  not  conform  in 
fact.  The  open  ended  appeals  clause  and  the  type  of  decision  which  Mr.  Guthrie 
intends  to.make  thereunder  are  in  flat  contradiction  of  our  program. 

Don't  you  agree  that  we  will  all  get  ahmg  more  effectivel.y  if  the  Branches 
concentrate  on  procuring  materials  for  industries  within  authorized  limits  and 
on  conversion  of  every  possible  plant  to  war  production  while  our  people  concen- 
trate on  the  mininmm  needs  of  the  civilian  economy  and  the  number  of  each 
type  of  item  that  will  make  the  best  use  of  the  available  scarce  materials,  man 
power,  and  facilities?  I  should  like  to  see  the  refrigerator  limitation  and  con- 
version program  worked  out  with  that  division  of  responsibility.  Please  let  me 
know  what  you  think  about  this. 

[s]  Leon. 


"Exhibit  No.  490"  appears  in  text  on  pp.  4977-4978. 
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Exhibit  No.  491 

Philadelphia,  Penn.,  Apr.  l.'i,  19Jf2. 

R.  R.  GUTHKIE, 

Room  335,  Senate  Office  Bldg., 

Washington,  D.  C. 
(Copy  of  telegram  sent  to  Senator  Truman  address.  "Body  of  msg.") 
As  Chairman  of  Silk  and  Rayon  Labor  Committee  WPB  have  worked  with 
<juthrie  several  months.  Found  him  developing  sound  policies  in  respect  to  the 
allocation  of  needed  supplies  for  the  civilian  population  and  the  preservation  of 
necessary  materials  for  war  purposes.  Found  him  eager  to  secure  advice  and 
knowledge  from  both  industry  and  labor  groups.  The  policies  he  was  developiu'? 
were  circumscribing  certain  errors  experienced  by  similar  committees  and 
boards  in  early  British  war  ei^ort.  Part  of  the  internal  drive  to  remove 
Guthrie  was  inspired  by  persons  essentially  antilabor  who  charged  him  with 
a  pro-labor  bias.  Our  union  was  severely  disturbed  by  his  resignation  from 
WPB. 

Alfred  Hoffman, 
First  Vice  President,  American  Federation  of  Hosiery  Workers. 


Exhibit  No.  492 

War  Pkoduction  Boaed 

WPB  820 
[For  Immediate  Release,  Tuesday,  April  7,  1942] 

Donald  M.  Nelson,  Chairman  of  the  War  Production  Board,  said  today  that 
WPB  orders  already  issued  or  about  to  be  signed  provide  for  the  virtual 
cessation  of  consumers'  durable  goods  industries  using  critical  metals  in  the 
United  States  and  the  conversion  of  their  men,  plants  and  facilities  to  an  all-out 
war  effort. 

Some  production  is  still  being  carried  on,  but  within  3  months  almost  all  of  it 
will  be  stopped  except  for  that  production  necessary  for  war  and  essential 
civilian  purposes.  The  elimination  of  less-essential  production  and  the  conver- 
sion program  have  already  changed  the  face  of  American  industry  and  are  now 
harnessing  the  entire  economy  to  war. 

Automobiles,  washing  machines,  refrigerators,  radios,  lawn-mowers,  oil  burn- 
ers, and  metal  furniture  are  only  a  few  of  the  many  items  which  can  no  longer 
be  produced  with  critical  metals  after  cut-off  dates  provided  in  the  various 
orders. 

Illustrating  his  point.  Mr.  Nelson  announced  that  two  new  orders  with  sweep- 
ing effect  are  in  their  final  stages.  One  is  a  construction  order  which  will 
confine  all  new  construction  to  relatively  small  projects  and  defense  work.  The 
other  is  a  new  steel  limitation  order  which  prohibits  the  use  of  iron  and  steel 
in  hundreds  of  items. 

With  his  statement,  Mr.  Nelson  issued  a  list  showing  many  consumers   goods 
which  are  being  cut-off  under  existing  orders. 
•  Mr.  Nelson's  statement  follows : 

The  War  Production  Board  has  issued  a  series  of  orders  cutting  off  in  the 
next  3  months  the  production  of  hundi'eds  of  civilian  metal  prodvicts. 

These  orders  change  the  face  of  American  industry.  They  show  that  the 
Nation  has  learned  the  first  lesson  of  total  war — that  it  means  not  business  as 
usual,  but  production  for  victory. 

The  most  important  field  of  curtailment  for  war  is,  of  course,  the  great  metal 
working  industry.  The  climax  of  this  program  is  the  preparation  this  week 
of  two  major  orders  which,  in  another  phase,  are  as  important  to  victory  as  the 
winning  of  a  major  battle.  These  orders  are  a  stop  construction  order  and 
a  steel  conservation  order.  Their  impact  here  and  abroad  will  be  widespread 
and  sweeping. 

They  mark  the  suspension  of  the  consumers  durable  goods  metal  industry  and 
the  civilian  construction  industry.  They  make  possible  the  complete  conversion 
of  the  men,  materials,  and  machine  tools  formerly  devoted  to  these  pursuits  to 
war  production. 
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The  steel  order,  to  be  issued  shortly,  will  prohibit  at  an  early  date  the  use 
of  iron  and  s^eel  in  hundreds  of  specifically  listed  metal  products.  But  it  is 
more  than  a  steel  order.  It  also  prohibits  tlie  use  of  specifically  listed  mate- 
rials as  a  substitute.  This  list  of  materials  includes  all  of  the  metals  and  the 
scarce  plastics. 

The  construction  order  will  place  severe  limitations  upon  new  construction 
of  all  types,  confining  it  to  relatively  small  projects  and  defense  works. 

These  two  orders  mark  the  high  point  in  the  execution  of  a  policy  that  was 
initiated  with  the  closure  of  ihe  gigantic  automobile  industry  in  the  first 
days  of  February. 

Since  the  issuance  of  the  automobile  orders,  the  War  Production  Board  has 
moved  quietly  but  swiftly  for  the  curtailment  of  one  consumers  durable  goods 
industry  after  another. 

Soon  there  will  be  no  more  processing  of  such  articles  as  electric  I'efrigerators, 
vacuum  cleanei'S,  lauiulry  equipment,  radio  receivers,  vending  machines,  amuse- 
ment machines„and  a  host  of  electrical  appliances. 

Other  industries  producing  metal  signs,  metal  windows,  metal  furnitui'e, 
metal  kitchen  and  household  utensils,  metal  toys,  lawn  mowers,  domestic  oil 
burners  and  coal  stokers  will  be  equally  affected.  Even  such  items  as  mor- 
tician's goods  cannot  be  produced  in  the  metal-working  field. 

This  drastic  type  of  order  that  results  in  a  complete  stoppage  of  production 
is  a  new  and  important  weapon  of  total  war.  Those  who  are  old  enoiigh  to 
recollect,  or  who  have  had  occasion  1o  study  the  subject,  know  the  role  which 
American  industry  jilayed  in  wiiming  the  last  war. 

It  is  worth  bearing  in  mind  that  during  the  entire  course  of  the  first  World 
War,  not  a  single  limitation  order  was  issued  which  completely  prohibited 
the  ou'put  of  any  civilian  product. 

In  August  of  mis,  or  a  year  and  four  months  after  the  United  States  entered 
the  war,  an  agreement  was  made  between  the  automobile  industry  and  the 
War  Industries  Board  to  limit  the  output  of  the  auto  industry  for  the  second 
half  of  1918  to  a  quarter  of  its  normal  output. 

The  next  two  or  three  months  will  be  a  period  of  difficult  adjustment  for  the 
Nation  in  general  and  the  industrial  producers  and  employees  engaged  in  the 
operations  which  are  resaicted.  The  American  consumer  will  shortly  find  that 
many  of  the  items  which  he  would  purchase  in  the  normal  coui'se  cannot  be 
secured  at  all,  or,  at  least  cannot  be  secured  without  recourse  to  rationing 
procedures. 

All  this  is  dictated,  however,  by  a  carefully  worked  out  plan  and  program, 
planned  to  accord  with  the  necessities  of  war  and  the  desirability  of  maintain- 
ing the  production  of  relatively  essential  civilian  items  and  services.  The 
metal  working  industries  which  consume  vast  amounts  of  important  raw  mate- 
rials, labor  and  machine  tools,  can  now  be  diverted  in  large  part  to  war  pro- 
duction. This  is  a  part  of  the  process  of  total  war  in  which  oiir  enemies  have 
excelled.  With  our  more  abundant  supplies  of  the  consumers'  goods  in  the 
homes  and  in  stock,  the  Nation  will  bring  its  metal  industries  completely  into 
war  production  in  an  orderly  fashion.  This  is  the  way  of  total  all-out  war  and 
the  price  of  early  victory. 

Following  is  a  list  of  products  whose  manufacture  has  been  ordered  pro- 
hibited by  the  War  Production  Board  and  of  products  in  which  critical  mate- 
rials may  not  be  used  after  the  indicated  dates.  In  parentheses  after  products 
in  the  latter  group  are  the  materials  which  may  not  be  used  in  their  manufac- 
ture. Thus,  curtain  rods  may  be  produced  after  June  30,  biit  no  metal  may  be 
vised  in  their  manufacture ;  while  no  electric  toasters  at  all  may  be  manu- 
factured after  May  31. 


Product 


Order  No. 


Prohibition  date 


Amusement  machines -_: 

Ash  trays  and  smokins;  stands  (metal) 

Awning  frames  and  supports  (metal) 

Billboards,  metal  signs 

Burial  vaults,  morticians'  goods  (metal,  except  gold  and 
silver). 

Caskets  (metal,  except  eold  and  silver) 

Chairs,  except  shipboard  use  (metal) 

Clothes  racks  (metal) 


L-21 -. 

L-13  and  62 

L-62 

L-29 

L-64 

L-04 

L-13  and  62 
L-62 


Apr.  30,  in42. 
Mav31,  1942. 
May  31,  1942. 
June  30,  1942. 
June  30,  1942. 

June  30,  1942. 
May  31,  1942. 
Mav  31,  1942. 
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Product 


Order  No. 


Prohibition  date 


Clothes  trees  (metal) 

Coat  haiigors,  except  wire  hook  for  wood  hanger  (metal)  _ 

Curtain  rods  (metaP 

Doors,  except  as  required  by  underwriters'  code  (metal). 

Door  mats  (metal) 

E lectric  grills 

Electric  ironers. 

Electric  irons -._ 

Electric  roasters 

Electric  toasters. 

Electric  waffle  irons 

Electric  massagers  and  vibrators,  except  medical,  pro- 
fessional use. 
Flashlight  cases  (no  iron  and  steel  except  essential  uses)  - 

Flexible  steel  mats  and  rugs  (metal) 

Furniture,  except  for  shipboard  (metal) 

Gaming  machines _ 

Hand  mirrors  (metal) 

Hat  racks  (metal) 

Juke  boxes   

Kitchen  cabinets  (home)  (metal) -. 

Lockers  (metal) - 

Necktie  racks  (metal) 

Ornamental  steel  jackets  on  heaters,  water,  gas,  etc 

Outboard  motors,  except  A-l-k  or  higher 

Partitions  (metal) 

Picture  frames  (metal) .. _. 

Plant  and  flower  supports  (metal) 

Portable  washing  machines 

Pressing  irons — boudoir  and  traveling 

Radiator  covers  (metal). 

Record  makers  and  players 

Road  and  street  signs  and  posts  (metal)  _ 

Safes  and  vaults,  except  A-2  or  higher 

Shoe  trees  (metal) -. 

Signs  (metal) 

Smoking  stands — smokadors  (metal) 

Soap  receptacles  (metal) 

Soft -drink  dispensers 

Sun  lamps,  except  for  medical  profession  only 

Swivel  chairs  (metal) 

Table  tops  for  household  use  (metal) 

Toilet  paper  holders  (metal) 

Tooth-brush  holders  (metal) • 

Toys — all  types  involving  specified  scarce  materials 

Vacuum  cleaners — household 

Venet ian  blinds  (metal) 

Vegetable  bins  (metal) 

Vending  machines 

Wastebaskets  (metal) 

Weighing  machines,  coin  operated 

Window  display  advertising,  signs  only  (metal) 

Windows  (metal) 

Wire  racks  and  baskets,  except  industrial  (metal) 

Washing  machines,  household  laundries 

Phonographs 

Metal  cabinets,  except  enameled  filing  cabinets,  visible 
record  equipment,  cases  and  bases. 

Clothes  hampers  (metal) 

Dry  shavers _ . 

Electric  dryers,  hand  and  face 

Electric  broilers 

Electric  percolators 

Food  warmers 

Mixers,  whippers,  and  juicers 

Shoe  racks  (metal) 

Radiators,  large  tubing 


L-62 

L-30 

L-3n 

L-13 

L-62 

L-fi2 

L-6-b '_ 

L-fi5 

L-65. 

L-65 

L-65 

L-65 

L-71 ^. 

L-fi2 

L-29and  13 

L-21-._ ____ 

L-62 

L-62 

L-21 . 

L-62 

L-13 

L-30 

L-42 

L-80 

L-13 

L-62 

L-62 

L-6-b 

L-65 

L-62 

L-44 

L-29 

L-13 

L-30 

L-29 

L-62 

L-30 

L-38and27 

L-65 

L-13 

L-62 

1^30 

L-30 

L-81- 

L-18 

L-62 

L-30 

L-27 

L-13 

L-21 

L-29 

L-80 

L-62  and  L-13-b 

L-6-b 

L-44 

L-13-b 

L-62 

L-65 

L-65 

L-65 _ 

L-65 

L-65 

L-65 

L-32 

L-42 


Mav  31 
June  30 
June  30 
May  31 
Mav  31 
Mav  31 
Apr.  15 
May  31 
May  31 
May  31 
May  31 
May  31 

May  31 
Mav  31 
Mav  31 
Jan.  31, 
May  31 
May  31 
Apr.  30 
May  31 
May  13 
June  30 
June  1, 
Mar.  27 
Mav  31 
Mav  31 
May  31 
Apr.  15 
Mav  31 
May  31 
Apr.  23 
June  30 
Mav  31 
June  30 
June  30 
May  31 
June  30 
Apr.  30 
Mav  31 
May  31 
May  31 
June  30 
June  30, 
June  30 
Apr.  30 
May  31 
June  30 
Apr.  30 
May  31 
Apr.  30 
June  30 
Mar.  28 
May  31 
Apr.  15 
Apr.  23 
May  31 


1942. 
1942. 
1942. 
1942. 
1942. 
1942. 

and  May  15,  1942. 
1942. 
1942. 
1942. 
1942. 
1942. 

1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1042. 

and  May  15,  1942. 
1942. 
1942. 
1"42. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 

and  May  15,  1942. 
1942. 
1942. 


May 
May 
May 
May 
May 
May 
May 
June 
June  1,  1942 


1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 
1942. 


The  following  should  be  added  to  the  list 

Product 

Order  No. 

Prohibition  date 

L-5          

Apr.  30,  1942. 

Radio  receivers                                                             

L-44-a 

Apr.  23,  1942. 

Automobiles 

(Various  o 

rders  and  dates). 
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Exhibit  No.  493 

War  Production  Board  Priorities  Orders  in  Force 

An  aliihabetical  listing  of  all  priorities  orders  in  the  M,  P,  E,  and  L  series, 
together  with  miscellaneous  orders  and  regulations  which  have  been  issued  under 
the  priorities  power,  up  to  January  30.  ( Supplement  brings  entire  compilation  up 
to  date  as  of  March  6,  1942.) 

Prepared  and  issued  by  Office  for  Emergency  Management,   the  Division  of 

Information 

NOTE. — The  following  material  lists  all  priorities  orders  and  amendments  and  interpreta- 
tions which  have  been  officially  issued  up  to  January  30.  Mimeographed  supplements  ta 
this  list  will  be  issued  weekly. 

"M"  orders  cover  the  distribution  of  materials,  usually  raw  materials. 

"P"  orders  are  preference  rating  orders  which  assist  manufacturers  to  obtain  materials 
or  parts  required  for  war  production  or  essential  civilian  production. 

"E"  orders  regulate  the  distribution  of  equipment,  including  machine  and  cutting  tools, 

"Li"  orders  limit  the  production  of  certain  items,  especially  consumers'  durable  goods. 
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Exhibit  No.  494 
Wak  Production   Boakd 

DIVISION    of    INFOEMATION 
[For  Immediate  Release,  Thursday,  March  26,  1942.]  WPB  675 

Attached  is  the  third  of  a  series  of  weekly  supplements  to  be  used  with  the 
printed  compilation  of  priority  orders  and  forms  issued  by  the  Division  of  Infor- 
mation and  called  PRIORITIES  IN  FORCE. 

The  original  compilation  has  been  revised  to  include  the  first  two  supplements 
and  is  issued  as  a  new  publication.  It  is  an  alphabetical  listing  of  all  the  orders- 
in  the  M,  L,  P,  E,  Suspension  series  and  Priority  Regulations  issued  by  the 
Bureau  of  Priorities,  Division  of  Industry  Operations,  War  Production  Board, 
through  March  6,  1942. 

This  supplement  adds  to  that  list  the  orders  issued  for  the  period  March  6 
through  March  25,  1942,  Due  to  a  delay  in  the  reprinting  of  the  original 
booklet  and  the  first  two  supplements,  there  has  been  no  supplement  since 
March  6. 

A  mailing  list  has  been  established  by  the  Division  of  Information  for  the 
weekly  distribution  of  these  supplements. 
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Exhibit  No.  495 

War  Production  Board 
division  of  information 

For  Immediate  Release,  Saturday,  April  4,  1942 

WPB  785 

Attached  is  the  fourth  of  a  series  of  weekly  supplements  to  be  used  with  the 
printed  compilation  of  priority  orders  and  forms  issued  by  the  Division  of  In- 
formation and  called  PRIORITIES  IN  FORCE. 

This  supplement  adds  to  the  revised  publication  the  orders  issued  for  the  period 
March  25  through  April  1.  A  new  booklet  is  in  process  which  will  merge  the 
revised  booklet  and  its  corresponding  supplements  in  one  complete  alphabetical 
listing,  and  will  be  available  in  about  two  weeks. 

A  mailing  list  has  been  established  by  the  Division  of  Information  for  the 
weekly  distribution  of  these  supplements. 
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Exhibit  No.  496 

Wab  Production  Board 

division  of  information 

[For  Immediate  Release,  Friday,  April  10,  1942] 

WPB  866 

Attached  is  the  fifth  in  a  series  of  weekly  supplements  to  be  used  with  tha 
printed  compilation  of  priority  orders  and  forms  issued  by  the  Division  of 
Information  and  called  Priorities  in  Force. 

This  supplement  adds  to  the  revised  publication  the  orders  issued  for  the 
period  April  1  through  noon,  April  9,  1942.  A  new  booklet  is  in  process  which 
will  merge  the  revised  booklet  and  its  corresponding  supplements  in  one  complete 
alphabetical  listing,  and  will  be  available  in  about  two  weeks. 

A  mailing  list  has  been  established  by  the  Division  of  Information  for  the 
weekly  distribution  of  these  supplements.  Copies  may  also  be  obtained  from 
Room  1501,  Social  Security  Building. 
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Exhibit  No.  497 

pertinent  information  concerning  major  l  orders  inducing 
conversion  to  war  production  issued  since  march  16,  1942 


No. 


Subject 


Approximate  date 
of  first  draft 

Date  of 
Issuance 

3-6-42  

3-17-42. 

3-15-42 

3-30-42. 

3-20-42. 
3-16-42.. 

3-30-42. 

3-3-42  

3-16-42. 

3-3-42 

3-17-42. 

1-1-42  .. 

3-25-42. 

12-24-41 

3-31-42. 

1-3-42,3-12-42... 
1-3-42.  3-4-42. __. 
2-in-42 

3-18-42. 
3-24-42. 
3-20-42. 

3-4-42 

3-17-42. 

3-5-42 

3-25-42. 

2-21-42 

3-20-42. 

2-21-42 

3-28-42. 

2-28-42 

3-30-42. 

2-21-42    

3-30-42. 

2-28-42 

3-28-42. 

2-13-42 

3-27-42. 

3-12-42 

3-25-42. 

3-14-42-. 

3-28-42. 

3-12-42 

3-25-42. 

3-4-42  

3-27-42. 

3-11-42-. 

3-30-42. 

3-12-42 

4-9-42. 

L-6-C. 
I^7-b. 

L-13-a 

D-18-b 

L-21-a 

L-27-a 
L-29.. 

Iy-30.. 

L-32.. 
L-33.. 

Lr-49.. 

Lr-54-a 
L-59. . 

L-62. . 

L-64.. 

1^65... 

1^67... 
1^68... 
1^71... 

Lr-72... 

L-73... 

L-77... 

L-80... 
L-81... 
L-S3... 


Stopping  production  of  Domestic  Laundry  Equipment  i 

Restriction  of  production  of  Domestic  Non-Meclianical  Ice 

Refrigerators 

Limitation  rate  of  production  and  prohibits  production  of  cer- 
tain items  after  May  31 

Prohibits  the  production  of  Domestic  Vacuum  Cleaners  after 

April  301 :__ 

Cutting  off  production  of  Automatic  Phonographs,  Weighing, 

Amusement,  and  Gaming  Machines  ' 

Vending  Jilachine  Production  prohibited  ' 

Cutting  off  production  of  metal  signs 

Reducing  the  rate  of  production  and  eliminating  various 

Ijitchen  and  household  utensils  i 

Restricting  issuance  of  metallic  license  plates 

Restriction  in  rate  of  production  of  lamps  and  shades 

Restriction  of  production  of  bedsprings  and  mattresses 

Restriction  on  production  of  typewriters 

Restriction  on  use  of  metal  in  plastering  bases  and  plastering 

accessories 

Prohibiting  production  of  metal  household  furniture  after 

May  31 

Prohibition  of  production  of  metal  caskets,  shipping  cases, 

and  burial  vaults  after  June  30  ' 

Curtailment  in  production  of  electrical  appliances  except  for 

high  preferred  orders  ' 

Cutting  oS  production  of  lawn  mowers  after  June  30-.- 

Limitation  on  use  of  metal  enclosures  and  associated  items. _ 
Limitation  of  use  of  metals  in  flashlight  cases  and  batteries-.. 

Restriction  of  production  of  razor  blades  and  razors 

Curtailment  of  use  of  iron  and  steel  in  metal  office  supphes-- 
Prohibition  of  manufacture  of  metal  windows  except  on  high 

preferred  orders 

Restriction  of  production  of  outboard  motors  and  parts  except 

to  fill  preferred  orders 

Restriction  on  production  of  metal  toys  and  games — produc- 
tion cut  off  after  June  30  > 

Prohibits  all  production  of  industrial  machinery  except  for 
high  preferred  orders 


'  Indicates  orders  for  total  production  shut-down. 
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To :  Mr.  Donald  M.  Nelson,  Chairman. 
From :  John  Lord  O'Brian,  general  counsel. 
Re  report  on  the  charges  of  Robert  R.  Guthrie. 

This  is  in  reply  to  your  request  that  I  personally  investigate  the  charges 
recently  published  by  Mr.  Robert  R.  Guthrie  and  report  to  you  the  facts. 

The  War  Production  Board  operates  in  part  through  42  commodity  sections 
and  industry  branches.  In  setting  up  these  branches,  an  eitort  is  made  to  select 
as  chief  of  the  branch  an  able  and  impartial  executive  having  no  present  con- 
nection with  the  industry  represented  by  the  branch.  The  staff  of  each  branch 
consists  of  representatives  of  the  Divisions  of  Labor,  Civilian  Supply  and  Priori- 
ties, and  the  Bureau  of  Conservation  acting  as  consultants,  together  with  a 
group  of  consultants  drawn  from  the  particular  industry.  If  problems  appear 
to  have  a  special  effect  upon  the  Department  of  War,  Navy,  or  other  Government 
agencies,  it  is  customary  for  the  branch  chief  to  call  in  advisers  from  those 
respective  agencies  as  well.  The  branch  chief  alone  is  charged  with  the  respon- 
sibility of  making  final  decisions;  he  may  accept  or  reject  advice  given  by  the 
members  of  his  staff ;  he  has  power  to  appoint  deputies  or  consultants,  and  also 
has  the  power  to  remove  any  or  all  of  them  as  he  deems  advisable. 

The  charges  made  by  Mr.  Guthrie  pertain  chiefly  to  the  operation  of  the 
Textile  Branch,  which  is  one  of  the  42  branches  of  the  War  Production  Board, 
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and  in  particular  to  that  attitude  of  6  or  7  of  the  42  consultants  in  that  branch. 
In  a  more  general  way,  the  charges  also  criticize  the  work  of  the  Durable  Goods 
Branch  in  preparing  two  orders  limiting  the  production  of  i-adios  and  refrig- 
erators, respectively. 

HISTORY 

In  September  1941  Guthrie  was  appointed  on  a  dollar-a-year  basis  Chief  of 
the  Textile,  Clothing,  and  Equipage  Branch,  at  that  time  located  in  the  Division 
of  Purchases.  When  the  organization  of  the  Office  of  Produ(;tion  Management 
was  revised  in  December,  Mr.  Reed  was  made  special  assistant  to  Director  General 
Knudsen  and  Associate  Director  General  Hillman  as  a  supervisor  of  some  of 
the  industry  branches.  After  the  creation  of  the  "War  Production  Board  (Jan- 
uary 16,  1942),  a  new  Bureau  of  Industry  Operations  was  set  up  of  which  Mr. 
Reed  was  made  the  chief.  In  the  reorganization  which  followed  he  appointed 
Amory  Houghton  as  his  deputy  and  later  appointed  Mr.  Guthrie  and  two  others 
as  assistant  chiefs  to  aid  him  in  supervising  the  work  of  the  three  groups  into 
which  he  divided  all  of  the  industrial  branches.  Guthrie,  retaining  his  post  as 
Chief  of  the  Textile,  Clothing,  and  Leather  Branch  (hereafter  sometimes  referred 
to  as  the  Textile  Branch)  thereafter,  on  January  23,  became  assistant  chief  of 
the  bureau  having  supervision  over  three  other  branches  as  well.  Reed  at  this 
time  was  engaged  both  in  organizing  the  over-all  work  of  the  bureau  as  a  whole 
and  also  reorganizing  the  separate  branches. 

When  he  took  over  there  were  12 ;  he  has  split  these  up  into  24.  At  the  time 
he  appointed  Guthrie  assistant  chief,  he  told  him  that  the  arrangement  for  him 
to  act  in  the  double  capacity  would  be  temporary.  Early  in  February  he  dis- 
cussed with  Guthrie  a  proposal  to  divide  the  Textile  Branch  into  two  new 
branches,  leaving  Guthrie  as  chief  of  Clothing  and  Leather  and  making  a  new 
appointment  for  the  new  Textile  Branch.  Guthrie  was  opposed  to  this.  Guthrie 
had  meantime  appointed  as  his  executive  assistant  in  the  Textile  Branch  George 
P.  Doherty,  recently  an  economic  analyst  of  the  Department  of  Agriculture,  and 
as  his  deputy  Marshall  Hale,  Jr.,  who  had  had  experience  in  the  management  of 
chain  stores. 

Late  in  February  Reed  first  learned  that  there  was  serious  trouble  in  the 
Textile  Branch,  growing  out  of  the  relations  of  Mr.  Guthrie  and  his  deputies, 
with  Walton,  Marriner,  and  some  other  consultants  in  that  branch  drawn  from 
industry.  He  immediately  took  this  up  with  Guthrie  but  the  friction  continued. 
Numerous  complaints  were  being  made  that  Guthrie  took  a  suspicious  attitude 
toward  everyone  drawn  from  industry,  and  both  Guthrie  and  his  deputies  fre- 
quently made  insinuations  of  this  character.  On  February  25,  J.  A.  Rice,  the 
representative  of  the  Purchases  Division  of  the  War  Production  Board,  who 
works  with  and  out  of  the  office  of  Tlie  Quartermaster  General,  notified  several 
officials  of  the  War  Production  Board  that  the  Army  was  about  to  promulgate  the 
largest  procurement  program  in  history ;  that  he  was  unwilling  to  submit  this 
program  to  the  Textile  Branch  because  of  the  general  demoralization  there.  He 
asked  that  the  heads  of  the  War  Production  Board  take  an  immediate  action 
to  put  an  end  to  the  conflicts  and  confusion.  At  about  the  same  time  one  of  the 
leading  consultants  of  the  Textile  Branch  complained  to  Mr.  Reed  and  stated  that 
others  had  threatened  to  resign,  asserting  that  because  of  Mr.  Guthrie's  insinua- 
tions, interference,  and  poor  management,  they  could  not  get  their  work  done 
efficiently. 

On  February  28  Reed  told  Guthrie  that  he  had  become  convinced  that 
they  could  not  work  well  together  because  of  Guthrie's  general  attitude  of 
suspicion  and  distrust,  and  on  March  2  he  i-etired  Guthrie  from  the  post  of 
assistant  chief.  At  the  same  time  he  discussed  with  Guthrie  the  serious  situ- 
ation in  the  textile  branch,  again  suggested  that  the  branch  be  divided,  and 
urged  Guthrie  to  make  every  effort  to  straighten  out  both  the  branch  and  his 
relations  with  the  branch.  Guthrie,  during  the  next  10  days,  endeavored  to 
meet  the  situation  by  a  proposal  to  remove  Walton  from  his  position  as  admin- 
istrative head  of  the  branch  and  make  him  an  adviser  to  himself.  This  was 
resented  by  Walton  and  his  associates,  and  Walton  again  offered  his  resigna- 
tion. (He  had  previously  offered  to  resign  in  December  but  had  been  pre- 
vented by  Mr.  Douglas  MacKeachie,  although  Mr.  Guthrie  had  announced 
the  resignation  to  the  branch.)  Colonel  Stevens  of  the  Quartermaster's  Office 
objected  to  Walton's  resignation  because  of  his  confidence  in  Walton's  knowl- 
edge and  his  distrust  of  Guthrie's  competency  in  this  field.  Efforts  to  compose 
these  disputes  caused  a  deadlock,  as  a  result  of  which.  Reed  being  away, 
Houghton,   after  a   consultation   with   Knowlson   and   Nelson,   notified  Guthrie 
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on  March  13  that  it  had  been  decided  to  divide  the  textile  branch,  leave 
Guthrie  in  charge  of  leather  and  clothing  branch  and  bring  in  an  entirely  new 
man  from  the  outside  to  head  up  the  textile  branch.  He  asked  that  Guthrie 
assist  him  in  finding  a  satisfactory  man  to  head  up  the  new  textile  branch. 
Guthrie  said  that  this  arrangement  would  be  a  humiliation  to  him  and  asked 
for  time  to  think  it  over.  The  next  day  Guthrie,  for  the  first  time,  talked 
with  Mr.  Nelson.  Nelson  told  him  that  he  was  fanailiar  with  the  facts ;  that 
he  wasi  convinced  that  Guthrie  did  not  fit  his  present  post ;  that  he  agreed 
with  his  subordinates  that  the  proposed  division  of  the  branch  should  be  made 
and  a  new  man  found  for  textiles.  There  was  a  long  discussion  between 
them  and  Guthrie  handed  to  him  written  resignations  of  himself,  Doherty, 
and  Hale,  and  immediately  thereupon  issued  a  statement  to  the  press  attack- 
ing the  industries  and  individuals  below  named. 

No  request  was  made  and  no  indication  had  been  given  by  Mr.  Guthrie  to 
Nelson,  Reed,  or  Houghton  that  he  desired  to  remove  any  member  of  the  Textile 
Branch.  In  his  press  statement  he  complained  that  his  efforts  to  secure  con- 
version frT)m  normal  business  to  wartime  production  had  been  opposed  gen- 
erally by  the  woolen,  carpet,  cotton  duck,  and  nylon  industries  and  also  by 
certain  members  of  his  own  staff  who  had  business  connections  with  these 
industries  and  who,  he  charged,  were  taking  this  course  because  of  their  own 
selfish  financial  motives.  In  a  second  statement  issued  to  the  press  on  March 
16,  Mr.  Guthrie  withdrew  his  previous  cliarges  that  industries  had  opposed 
conversion  to  war  production ;  later  testified  that  he  knew  of  no  concern  that 
had  refused  or  failed  to  cooperate  in  the  war  effort  (2985).  He  enlarged  the 
charges  made  against  certain  consultants  and  employees  of  the  War  Produc- 
tion Board,  asserting  that  they  were  "industry  minded"  and  had  unreasonably 
opposed  his  efforts  to  convert  those  industries  to  war  production. 

On  March  16,  the  Chairman  of  the  War  Production  Board  sent  a  letter  to 
Senator  Truman,  requesting  that  the  Special  Committee  Investigating  the  Na- 
tional Defense  Program  conduct  an  investigation  into  these  charges,  and  at 
the  same  time  asked  the  General  Counsel  of  the  War  Production  Board  to  make 
a  personal  investigation  and  report  on  the  facts.  A  few  days  later  a  subcom- 
mittee of  the  House  Committee  on  Military  Affairs  (below  referred  to  as  the 
congressional  committee)  instituted  public  hearings  upon  these  charges  which 
are  still  pending. 

In  conducting  this  investigation,  some  30  individuals  have  been  interviewed  in 
an  endeavor  to  ascertain  all  of  the  facts.  A  statement  of  their  names  and 
positions  is  annexed  hereto. 

THE  CHAEGES 

I.  Refrigerators. — In  support  of  his  general  charge  that  dollar-a-year  men  in 
official  positions  favored  the  industry  point  of  view  and  resisted  conversion  to 
war  production,  Mr.  Guthrie  in  his  testimony  cited  the  history  of  the  refrigera- 
tor order  promulgated  at  the  request  of  the  Electrical  Appliances  and  Durable 
Goods  Branch.  Neither  the  Chief  of  this  branch.  Mr.  .J.  L.  Maury,  nor  the 
Chief  of  the  Refrigerator  Section  of  this  branch,  Mr.  W.  S.  Hammersley,  were 
dollar-a-year  men  nor  were  they  connected  with  the  refrigerator  industry.  Both 
are  salaried  Government  officials.  Mr.  Maury  is  an  economist  who  had  pre- 
viously served  the  Government  in  the  Securities  and  Exchange  Commission; 
his  original  profession  was  that  of  a -mining  engineer.  In  19>.5  and  1936  he 
had  been  an  employee  of  the  Stewart-Warner  Co.,  then  engaged  in  the  manufac- 
ture of  refrigerators.  Mr.  Hammersley's  former  business  connection  had  been 
the  New  Jersey  Zinc  Co. 

The  conflict  of  opinion  to  which  Mr.  Guthrie  refers  in  his  testimony  devel- 
oped dui-ing  January,  and  was  ended  by  the  issue  of  the  limitation  order  of 
February  14.  The  final  limitation  order  issued  September  30,  1941,  reduced 
the  then  current  production  by  an  average  of  about  43  percent.  The  quotas 
fixed  by  this  order  were  reduced  by  another  order  issued  December  4  after  a 
meeting  of  the  Industry  Committee  of  the  War  Production  Board.  Mr.  Ham- 
mersley was  appointed  Chief  of  the  Refrigerator  Section  on  January  14  and 
thereafter  took  an  active  part.  There  was  no  conflict  as  to  the  necessity  of 
limiting  production  on  refrigerators.  The  difference  of  opinion  developed  over 
the  methods  which  should  be  followed  in  shutting  off  manufacture.  The  con- 
sultants who  represented  the  Divisions  of  Labor  and  Civilian  Supply  were 
advising  that  a  peremptory  order  be  issued  which  would  completely  cut  off 
manufacture  March  31.  Maury,  Chief  of  the  Branch,  and  Hammersley,  with 
some  of  their  other  consultants,  believed  that  conversion  could  be  best  accom- 
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plished  by  fixing  a  limitation  date  for  the  completion  of  existing -quotas  and 
then  permitting  manufacturers  to  submit  individual  appeals  asking  for  exten- 
sion of  time  based  upon  the  state  of  their  respective  inventories,  the  speed 
with  which  they  could  convert  their  machinery  to  war  production  (or  obtain 
the  new  tools  for  that  purpose)  and  in  general  their  ability  to  convert  their 
plants  to  war  production  promptly.  The  advocates  of  the  prompt  shut-down  has 
no  faith  in  the  appeal  procedure,  and  thought  that  this  arrangement  would  be 
too  vague  and  any  termination  date  fixed  might  mean  very  little. 

All  agreed  that  before  the  final  shut-down  that  a  supply  of  refrigerators  must 
be  provided  for  future  use  of  Army  and  Navy,  as  well  as  for  hospitals  and 
other  essential  civilian  uses.  Opinions  differed  as  to  how  many  additional 
refrigerators  above  the  existing  supply  should  be  manufactured  for  svich  a 
stockpile  and  whether  a  "freezing  order"  should  be  issued  to  obtain  for  this 
purpose  stocks  held  by  retailers  as  well  as  manufacturers,  etc. 

Originally,  Hammersley  and  Maury  favored  April  30  as  a  termination 
date  with  a  right  of  individual  appeal  thereafter  which  might  permit  most  of 
the  manufacturers  to  continue  until  June  30  or  after.  On  January  17  or 
18.  Maury  reported  the  differences  of  opinion  to  both  Mr.  Reed  and  Mr. 
Knowlson,  and  later  asked  Mr.  Reed  several  times  for  his  recommendation  as 
to  what  should  be  done  on  the  subject  of  appeals.  In  each  case  the  only 
answer  he  received  from  either  Mr.  Reed  or  Mr.  Knowlson  was  the  recom- 
mendation that  an  Industry  Advisory  Committee  meeting  be  called  and  have 
the  matter  threshed  out  there.  Accordingly,  the  Industry  meeting  was  held 
on  January  26  with  Maury  presiding  as  Chief  of  the  Branch.  Mr.  Guthrie 
had  been  appointed  on  January  23  supervisor  over  this  and  other  branches, 
and  he  was  present  at  the  meeting.  Practically  all  the  industry  representa- 
tives favored  fixing  a  date  for  completing  existing  quotas  and  then  allowing 
extensions  by  means  of  granting  sepax'ate  appeals  which  would  enable  each  unit 
to  work  out  of  its  present  work  into  war  work  and  at  the  same  time  use  u)i 
parts  and  other  material  already  fabricated.  The  consultants  for  Labor  and 
Civilian  Supply  nevertheless  adhered  to  their  recommendation  that  a  final 
shut-down  date  ought  to  be  promptly  fixed  and  the  appeal  procedure  abandoned. 

There  were  16  units  in  the  industry;  3  had  already  ceased  the  manufacture  of 
refrigerators.  Between  January  26  and  February  7  9  of  the  remaining  13  sub- 
mitted to  the  branch  appeals  from  the  old  quota  order  together  with  their  plans 
for  conversion.  They  had  determined  on  the  type  of  war  products  that  they  could 
make,  and  their  machine  tools  and  delivery  schedules  for  this  had  been  checked. 
The  remaining  4  were  in  more  serious  positions  for  lack  of  the  "know  how"  for 
new  products,  the  smallness  of  their  facilities,  or  the  failure  of  the  Army  and 
Navy  to  recognize  their  capacity  to  take  large  contracts. 

Following  the  Industry  meeting  January  26  Maury  and  Hammersley  gave 
consideration  to  appeals  asking  extension  from  the  order  issued  December  4, 
which  would  expire  on  February  28.  They  tentatively  reached  the  conclusion 
that  under  this  appeal  system  they  would  fix  final  shut-down  dates  beyond  April 
30,  with  the  bulk  falling  into  June  and  July.  One  of  the  appeals  had  been  filed 
by  the  Stewart-Warner  Co.  Because  of  its  clean-cut  facts,  Maury  and  Ham- 
mersley took  this  case  up  first  and  decided  to  recommend  the  allowance  of  the 
appeal  by  granting  the  company  an  increased  quota  which  would  expire  June  30, 
at  which  time  the  company  would  cease  all  manufacture.  On  February  5  Ham- 
mersley presented  this  formal  recommendation  by  himself  and  Maury  to  Hewitt, 
who  handled  appeals  in  the  Bureau  of  Priorities.  Hewitt  granted  the  appeal, 
and  the  order  was  promptly  issued.  Later  on  the  same  date  Stein  telephoned 
Mr.  Katz  his  remonstrance  to  the  adoption  of  this  policy,  whereupon  Mr.  Katz 
immediately  recalled  the  order  and  took  the  matter  up  with  Mr.  Knowlson,  who 
had  not  previously  heard  of  it  and  did  not  know  that  there  was  sucli  an  appeal 
pending.  Maury  and  Hammersley  state  that  in  making  their  recommendation 
they  overlooked  the  fact  that  Mr.  Knowlson,  Director  of  Industry  Opei-ations.  was 
an  officer  of  Stewart-Warner,  and  they  failed  to  see  the  implications  which  might 
result  from  granting  such  an  order  by  his  Division.  At  the  direction  of  Mr. 
Knowlson,  John  Gregg,  of  the  Priorities  Division,  immediately  called  a  meeting, 
attended  by  Hammersley,  Maury,  and  the  representatives  of  Labor  and  Civilian 
Supply.  After  a  heated  discussion  Mr.  Gregg  recommended  to  Mr.  Knowlson  that 
the  policy  of  individual  appeals  be  adopted  as  the  correct  procedure  in  the  re- 
frigerator industry.  Mr.  Weiner  again  protested,  and  another  meeting  was  held, 
attended  by  Knowlson,  Reed,  Weiner,  Blackwell  Smith,  and  Matthiessen.  Maury 
and  Hammersley  were  not  present. 
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Knowlson,  in  accordance  with  the  policy  he  had  laid  down  as  Director  of  In- 
dustry Operations,  ruled  that  if  extensions  of  time  were  to  be  granted,  they 
should  not  be  dealt  with  on  an  individual  basis,  but  that  provisions  of  a  general 
character  should  be  made  for  this  in  the  limitation  order,  thus  insuring  that  any 
extensions  necessary  would  be  granted  on  a  uniform  basis.  All  present  agreed 
on  this  and  also  that  a  final  program  should  be  worked  out,  providing  for  the 
Government's  stock-pile  requirements,  fixing  a  shut-down  date,  freezing  existing 
supplies,  and  that  this  program  should  be  embodied  in  an  order  as  promptly  as 
possible.  Knowlson  then  stated  that  he  and  Reed,  because  of  their  company 
affiliations,  desired  to  avoid  further  participation  in  discussions  on  refrigerators. 
On  February  9,  Reed,  on  Knowlson's  selection,  designated  Thomas  Evans,  of 
Philadelphia,  to  act  as  an  impartial  consultant  in  the  working  out  of  this  program 
and  formulation  of  the  limitation  order.  Evans  was  an  expert  in  the  field  of 
refrigeration — at  an  earlier  time  he  had  manufactured  domestic  refrigerators, 
but  had  discontinued  this  and  was  now  engaged  in  commercial  refrigeration. 
For  some  time  he  had  been  acting  as  the  Deputy  Director  of  the  Contract  Dis- 
tribution Branch  of  the  War  Production  Board  in  Pennsylvania.  On  February 
9,  Reed  separately  notified  Guthrie,  Maury,  and  Hammersley  that  he  and  Mr. 
Knowlson  had  decided  to  disqualify  themselves  because  of  their  respective  com- 
panies who  were  engaged  in  the  refrigerator  business  and  tliat  in  place  of  both 
of  them  Mr.  Evans  would  act  as  an  expert  adviser. 

Apparently  the  decision  made  by  Knowlson  February  6  had  not  been  com- 
municated to  Maury  and  Hammersley  or  else  they  misunderstood  him.  At  a 
meeting  held  in  Guthrie's  office  February  9;  they  suggested  April  30  as  a 
termination  date  with  a  right  of  individual  appeal  thereafter  and  suggested  a 
freezing  order  which  would  include  retail  stocks.  Evans,  who  had  just  arrived, 
stated  that  Mr.  Reed  had  asked  him  to  act  as  an  impartial  consultant  and  ad- 
viser ;  after  listening  to  the  discussion  he  opposed  retail  stock  freezing,  but 
agreed  with  the  other  suggestions  of  the  branch.  Guthrie  opposed  such  a  long 
delay  because  appeals  might  greatly  extend  the  periods  of  permissible  manu- 
facture. Weiner  proposed  March  31  with  no  right  of  appeal.  Guthrie  agreed 
with  him.  Immediately  thereafter  Evans  reported  to  Reed  that  the  group  were 
acting  too  hastily  because  in  his  opinion  they  did  not  have  adequate  statistics 
from  which  to  determine  the  number  of  refrigerators  which  would  be  required 
for  a  Government  stock  pile,  and  that  more  accurate  information  should  be 
obtained  before  attempting  to  fix  a  shut-down  date.  He  also  opposed  as  im- 
practicable of,  administration  the  proposal  to  freeze  refrigerators  in  the  hands 
of  retail  dealers.  Reed  immediately  telephoned  these  statements  to  Guthrie 
and  suggested  that  a  further  discussion  be  had. 

Evans  and  Hammersley  started  in  at  once  to  compile  existing  statistics  and 
to  get  additional  information  by  wire,  and  this  continued  for  several  days. 
At  the  next  meeting  (the  one  referred  to  in  Guthrie's  testimony),  on  Febniary 
11,  there  were  present  Guthrie,  Eyans,  Hammersley,  Maury,  together  with 
Dinegar  and  Stein  of  Civilian  Supply  and  Mr.  Seligman,  deputy  attorney  for 
the  branch.  Rough  estimates  had  now  been  made  of  the  Government  stock-pile 
requirements,  and  a  draft  of  an  order  was  submitted.  The  order  proposed  to 
permit  manufacturers  to  use  up  their  existing  supplies  in  the  production  of 
refrigerators  until  March  31,  and  to  permit  them  to  appeal  for  extensions  of 
time  thereafter  because  of  exceptional  circumstances.  No  date  was  fixed  for 
a  final  shut-down.  The  order  also  provided  for  freezing  manufacturers'  stocks, 
but  not  those  of  retail  dealers.  Stein  objected  to  the  appeal  procedure;  in- 
sisted that  March  31  should  be  fixed  as  the  final  shut-down  date  and  that  no 
extensions  thereafter  should  be  granted.  Hammersley,  Maury,  and  Evans  took 
the  contrary  view.  Guthrie  stated  that  the  individual  appeals  system  was 
the  right  solution  and  that  he  himself  would  handle  the  appeals.  That  Mr. 
Guthrie  approved  this  procedure  is  confirmed  by  tlie  memorandum  written  that 
day  by  Mr.  Stein  and  transmitted  by  Mr.  Henderson  to  Mr.  Knowlson.  This 
memorandum  expressly  states  that  the  plan  had  the  approval  of  Guthrie. 
Maury,  as  branch  chief,  was  primarily  responsible  for  the  order  about  to  be 
issued  and  Hammersley,  as  Chief  of  the  Refrigerator  Section,  in  a  measure 
shared  his  responsibility.  Both  of  them  relied  upon  Guthrie's  assurances  and 
believed  that  their  draft  of  the  order  had  his  full  approval.  Mr.  Guthrie, 
liowever,  testified  before  the  congressional  committee  that  while  he  had  ex- 
pressed approval  of  their  proposed  order,  he  had  done  this  knowing  that  Mr. 
Weiner  would  oppose  it  and  that  the  order  would  not  get  by.  He  also  testified 
that  he  had  previously  agreed  with  Mr.  Weiner  on  what  should  be  done. 
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Mr,  Henderson  on  February  12  sent  to  Mr.  Knowlson  the  protest  drawn  by 
Stein.  Knowlson  immediately  called  into  conference  Guthrie,  Reed,  Weiner, 
and  Evans.  Adhering  to  his  previous  ruling,  he  reversed  the  recommendation 
of  the  branch  chief  and  ruled  that  the  proposed  order  must  fix  a  preemptory 
and  final  shut-down  date  without  appeals  thereafter.  Reed,  Weiner,  and  Evans 
agreed  on  this  ruling.  On  presentation  by  Evans  of  the  statistics  which  he 
had  assembled,  all  agreed  that  this  date  should  be  fixed  at  April  30  instead 
of  March  31.  (Under  either  date  the  Government  would  take  over  all  refrig- 
erators which  might  be  manufactured.  An  industry  meeting,  called  by  tele- 
gram, was  held  February  14.  An  order  was  prepared  and  presented  to  this 
meeting  freezing  all  stocks  except  those  in  the  hands  of  retailers.  Terms  of 
this  order  were  presented  to  the  industry  meeting  and  at  the  request  of  Maury 
and  Guthrie,  Evans  informed  the  meeting  of  the  terms  of  the  proposed  final 
order.  The  freezing  order  (Lr-5-b)  was  issued  Febniai'y  14.  The  final  order 
was  issued  on  February  23,  prohibiting  the  manufacture  of  refrigerators  after 
April  30  (Order  Lr-5-c). 

Guthrie  testified  that  Reed  told  him  to  follow  Evans'  instructions.  This  is 
not  in  accord  with  Reed's  statement  nor  with  Evans'  actions,  because  he  stated 
in  the  various  conferences  that  he  was  present  in  the  capacity  of  an  impartial 
consultant  and  it  does  not  appear  that  at  any  time  he  undertook  to  give  orders. 
Guthrie  intimates  that  his  demotion  as  Assistant  Chief  was  due  to  his  attitude 
on  the  refrigerator  and  radio  orders.  Other  than  his  statement,  there  are  no 
facts  to  suppoi't  this  assertion,  and  it  is  contradicted  by  Reed.  The  evidence 
Indicates  that  botli  his  demotion  and  the  determination  to  divide  the  branch 
were  due  not  to  his  conduct  in  connection  with  radios  and  refrigerators,  but 
to  the  troubles  in  the  Textile  Branch. 

II.  Radios. — Neither  Mr.  Knowlson  nor  Mr.  Reed  took  any  part  in  the  discus- 
sion or  preparation  of  the  orders  limiting  the  production  of  radios.  As  early 
as  August  O.  P.  A.  C.  S.  had  made  an  order  cutting  down  the  amount  of 
aluminum  available  for  replacement  parts  to  about  25  percent  of  its  former  use, 
and  making  no  provision  for  new  sets.  In  December  the  allocations  for  radios 
were  cut  down  by  the  Aluminum  Materials  Branch  of  O.  P.  M.  with  the  in- 
tention of  reducing  the  use  of  aluminum  for  civilian  sets  in  the  first  quarter  of 
19^2  to  about  25  percent  of  the  aluminum  which  had  been  used  for  this  purpose 
in  the  first  quarter  of  IDJfO.  Early  in  January  the  Radio  Branch  notified  the 
AUmiinum  Branch  that  it  intended  to  cut  down  the  manufacture  of  radio  sets 
for  civilian  supply.  The  Aluminum  Branch  replied  that  it  was  preparing  to 
promulgate  an  order  which  would  have  the  effect  of  prohibiting  any  new  sets 
as  distinct  from  replacement  parts. 

On  January  9,  Judge  Patterson,  Under  Secretary  of  War,  wrote  to  Mr. 
Knudson  stating  that  it  was  essential  that  the  commercial  radio  industry  be 
kept  going  on  commercial  production  to  the  extent  necessary  to  hold  together 
their  operative  forces  until  such  time  as"  the  war  orders  of  radios  could  be 
placed  Mith  the  industry.  He  requested  that  the  amount  of  aluminum  adequate 
for  this  purpose  and  not  more  than  that  amount  of  aluminum,  be  allotted  to 
this  industry  to  prevent  loss  of  skilled  labor  and  disruption  of  facilities.  The 
policy  suggested  by  the  Under  Secretary  was  followed  out.  Mr.  J.  L.  INIaury  was 
at  this  time  Chief  of  the  Durable  Goods  Branch  which  had  jurisdiction  over 
the  Radio  Industry.  At  a  meeting  of  the  Industry  Committee  on  January  6, 
the  draft  of  an  order  had  been  discussed,  proposing  to  reduce  the  production  of 
radios  further.  Such  an  order  was  issued  on  January  23  to  cover  the  period 
to  April  22,  at  which  time  it  was  expected  that  very  large  military  orders 
would  have  been  placed.  This  order  restricted  the  production  of  large  manu- 
facturers for  the  ensuing  90  days  to  55  percent  of  their  quarterly  production 
during  the  first  9  months  of  1941  and  restricted  small  manufacturers  to  65 
percent  of  the  production  in  the  same  period. 

Immediately  following  the  issuance  of  this  order,  further  discussions  were 
had  within  the  Branch  and  with  members  of  the  industry  looking  to  the  shut- 
down of  the  civilian  production.  January  23,  the  Aluminum  Materials  Branch 
issued  a  general  conservation  order  prohibiting  the  use  of  aluminum  for  any 
except  certain  named  purposes,  but  also  providing  in  effect  that  manufacturers 
might  use  up  all  aluminum  which  had  been  allocated  to  them  since  October  31. 
The  Durable  Goods  Branch  were  at  this  time  working  on  a  program  for  liquida- 
tion of  the  civilian  manufacture  of  radios  and  called  an  industry  meeting 
February  12  to  discuss  this  plan.  Guthrie  had  been  appointed  supervisor  over 
this  branch  on  January  25,  but  took  no  part  in  these  discussions  until  Febru- 
ary 11.     At  the  industry  meeting  February  12,  Guthrie  read  a  statement  an- 
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rjouncing  that  the  industry  would  be  shut  down,  that  manufacturers  must  con- 
fine their  plans  to  war  production,  find  something  else  to  manufacture,  or 
else  be  dispersed.  Mr.  Maury  then  presented  the  proposed  order  which  had 
been  agreed  upon  in  the  Branch  and  approved  by  Mr.  Guthrie.  This  order 
fixed  April  22  as  the  final  shut-down  •  date  and  permitted  industries  to  submit 
requests  or  appeals  for  the  right  to  manufacture  in  the  meantime  more  sets 
than  had  been  allocated  by  previous  orders.  This  order  automatically  cut  down 
the  March  allotment  by  providing  that  no  new  purchases  of  any  material  for 
radios  could  be  placed  after  February  11  in  an  amount  exceeding  $500. 

Immediately  thereafter  Guthrie  notified  Mr.  Berner  (Chief  of  the  Radio  Sec- 
tion) that  all  aluminum  should  be  cut  out  except  for  the  seven  large  companies 
which  stood  at  the  top  of  the  list  with  war  orders.  The  Branch  did  not  carry 
out  this  suggestion  for  the  reason  that  three  of  these  companies  were  not  engaged 
in  civilian  production,  and  the  other  four  did  not  need  the  aluminum,  or  at 
least  needed  it  less  than  the  remaining  48  companies.  On  its  own  initiative,  the 
Aluminum  Branch  reduced  the  February  allocation  down  to  52,000  pounds. 
Berner,  the  Radio  Branch  specialist,  at  this  time  requested  the  Aluminum  Branch 
to  stop  the  allocation  of  aluminum  for  the  type  of  radio  condensers  which  could 
be  used  in  manufacturing  new  sets.  Nevertheless,  the  Aluminum  Materials 
Branch,  being  primarily  interested  in  converting  the  condenser  manufacturers, 
did  make  allocation  in  minimum  amounts  to  tide  over  certain  of  these  manu- 
facturers during  the  process  of  the  conversion  to  war  production  with  the  result 
that  during  Blarch  approximately  8,000  pounds  was  used  by  the  condenser 
manufacturers. 

The  reduction  in  the  use  of  aluminum  appears  to  have  been  due  to  the  action 
taken  by  the  Radio  Branch  and  the  Aluminum  Materials  Branch,  which  had 
worked  out  their  plans  before  Mr.  Guthrie  took  part  in  the  discussion.  He  had 
participated  in  none  of  these  discussions  prior  to  a  conference  held  February  11 
(the  day  before  the  Industry  meeting).  The  last  order  referred  to  above  was 
issued  on  March  7. 

Seventy  percent  of  the  aluminum  referred  to  above  was  secondary  aluminum 
made  from  scrap  and  not  the  virgin  aluminum  used  in  airplane  manufacturing. 
The  total  amount  furnished  in  January,  February,  and  March  for  commercial 
manufacture  of  radios  was  about  six  one-hundredths  of  1  percent  of  the  total 
amount  of  aluminum  produced  during  that  period. 

III.  Textiles. — The  Textile  Branch  deals  with  approximately  20  major  prod- 
ucts: Wool,  cotton  goods  (including  cotton  duck),  carpets,  nylon,  burlap,  etc. 
The  staff  consisted  of  about  42  consultants  from  the  respective  industries  to- 
gether with  consultants  from  other  War  Production  Board  divisions.  Mr. 
Guthrie  makes  general  charges  that  six  of  these  consultants  named  and  J.  A. 
Rice  of  War  Production  Board  Purchases  Division  were  "industry  minded" 
and  by  their  resistance  slowed  down  the  work  of  converting  industries  to  war 
production.  He  criticizes  especially  the  attitude  of  Walton,  administrative 
head  of  the  Textile  and  Fibers  Section ;  Marriner,  consultant  on  wool ;  Procter, 
consultant  on  cotton  duck ;  and  Rice,  War  Production  Board  adviser  to  the 
Quartermaster  General  on  matters  of  textile  procurement.  He  also  named 
in  this  category  Ames  Stevens  and  Lt.  Col.  Robert  P.  Stevens,  but  made  no 
specific  charge  against  them.  The  representatives  of  Civilian  Supply  and  Labor 
in  this  branch  were,  respectively,  Alexis  Sommaripa  and  0.  O.  Swayzee.  All  of 
these,  except  Procter,  testified  before  the  congressional  committee.  The  acri- 
mony which  developed  in  the  discussions  between  the  members  of  the  Textile 
Branch  with  Mr.  Guthrie  and  his  deputies,  although  not  disclosed  in  the  con- 
gressional hearing,  makes  it  difficult  to  weigh  all  of  the  charges  and  counter- 
charges, some  of  which  were  puerile. 

Aside  from  the  personalities  involved,  one  of  the  fundamental  causes  of 
trouble  was  the  failure  to  organize  this  branch  on  a  businesslike  basis. 
Neither  the  consultants  nor  Guthrie  and  his  deputies  seem  to  have  had  a  clear 
definition  at  any  time  of  the  scope  of  their  respective  powers  or  responsibilities. 
The  confusion  was  heightened  by  other  factors:  Walton,  whom  Guthrie  criti- 
cizes for  lack  of  administrative  experience  and  ability,  had  served  in  the  Great 
War  as  a  member  of  the  quartermaster's  staff  doing  the  same  kind  of  work  that 
he  was  now  doing  in  this  branch.  He  had  extensive  acquaintance  with  members 
of  the  procurement  branches  of  the  Army  and  Navy  and  appears  to  have  had 
their  confidence  to  an  unusual  degree.  When  Marriner  first  came,  he  was  also 
attached  for  4  months  to  the  Office  of  the  Quartermaster  General  as  consultant 
for  the  Purchases  Division.  He  also  had  an  extensive  personal  acquaintance 
with  the  Army  and  Navy  men  dealing  with  procurement.  As  a  result,  both 
3119.32—42 — pt.  12 26 
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Marriner  and  Walton  were  frequently  consulted  directly  by  representatives  of 
the  armed  services. 

There  vi^as  also  a  tendency  on  the  part  of  the  other  consultants  in  the  branch 
to  confer  on  their  industry  problems  with  Walton,  and  frequently  Guthrie  was 
not  advised  of  these  conferences  or  of  the- programs  worked  out  until  afterward. 
Guthrie  and  his  deputies  resented  this  lack  of  cooperation.  All  of  these  con- 
sultants were  men  of  long  experience  in  the  work  of  textile  production ;  Mr. 
Guthrie  was  without  experience  in  this  field  except  that  years  ago  he  had 
conducted  a  retail  department  store.  As  his  deputy  chief,  Mr.  Guthrie  appointed 
Marshall  Hale,  Jr.,  of  California,  who  had  had  considerable  experience  in  the 
operation  of  retail  stores ;  as  his  executive  assistant,  Mr.  Guthrie  appointed 
Oeorge  P.  Doherty,  a  younger  man,  whose  last  previous  occupation  had  been 
that  of  economic  analyst  in  the  Department  of  Agriculture.  Because  of  a 
fundamental  difference  in  the  production  and  the  retail  point  of  view,  there  was 
a  general  tendency  on  the  part  of  consultants  to  discount  and  at  times  resent 
suggestions  made  to  them  by  Mr.  Guthrie  and  more  particularly  by  Dr.  Doherty. 

This  resentment  deepened  when  Mr.  Guthrie  authorized  Mr.  Sommaripa,  the 
consultant  of  civilian  supply,  to  undertake  the  formulation  of  long-range  plans 
for  the  work  in  this  branch.  The  other  consultants  understood  that  they  were 
not  to  deal  directly  with  Mr.  Guthrie,  but  to  make  their  approach  through 
Doherty,  Hale,  or  Sommaripa.  Not  infrequently  when  differences  of  opinion 
arose,  as  to  methods  of  conservation,  Mr.  Guthrie  and  more  particularly  his 
deputies,  insinuated  that  those  who  differed  with  them  were  selfishly  acting  in 
the  interests  of  their  respective  industries.  The  consultants  resented  more  and 
more  what  they  called  the  unwarranted  attitude  of  suspicion  on  the  part  of 
Guthrie,  Doherty,  and  Sommaripa.  Neither  group  disguised  their  distrust  of 
the  other. 

Guthrie  criticizes  Marriner  as  being  industry-minded  and  testified  that  Mar- 
riner had  consistently  resisted  conversion  and  opposed  curtailment  of  wool  for 
civilian  use.  The  memoranda  written  from  time  to  time  by  Marriner  show 
that!  he  was  not  opposed  to  curtailment  but  differed  with  Guthrie  both  as  to 
the  necessary  degree  and  as  to  the  methods  which  should  be  followed  in  bring- 
ing it  about.  The  views  of  both  men  fluctuated  in  the  preliminary  discussion. 
Marriner's  view  was  at  times  definitely  more  conservative  than  that  of  Guthrie 
on  the  need  for  drastic  and  immediate  curtailment. 

There  is  not  any  evidence  tliat  in  expressing  these  views  he  was  influenced  by 
a  desire  to  aid  the  woolen  industry.  Marriner  in  the  last  war  saw  active  service 
in  the  R.  A.  F.  He  has  two  brothers  in  the  British  Army  and  two  in  the  Britisii 
Navy.  Guthrie  also  charged  that  Marriner  was  unreasonably  opposed  to  issuing 
a  mandatory  order  directing  the  woolen  industry  to  blend  cotton,  nylon,  or  other 
staples  in  the  production  of  woolen  goods,  particularly  blankets.  ISIarriner  did 
not  question  the  need  for  blending  but  did  oppose  the  attempt  to  prescribe  on  an 
industry-wide  basis  for  each  particular  commodity  the  degrees  of  blending.  He 
proposed  that  each  unit  be  told  the  amount  of  wool  which  would  be  available  to  it 
and  that  the  unit  be  permitted  to  determine  the  degrees  to  which  it  would  blend 
the  wool  with  other  fibers  in  different  products.  That  is.  he  favored  fixing  a 
reduced  quota,  leaving  the  various  industries  to  determine  for  themselves  under 
a  policy  of  "voluntarism"  the  varying  amounts  of  wool  which  they  would  use  in 
blends  for  different  fabrics,  with  review  by  the  W.  P.  B.  and  the  issuance  of  orders 
to  tho.se  not  doing  a  good  job.  The  consultants  from  Civilian  Supply  and  Labor 
opposed  Marriner's  views;  he  was  overrided  by  Guthrie  and  Knowlson.  and  after 
the  order  for  conservation  had  been  agreed  upon,  he  was  instructed  to  push  the 
blending  proposal  by  means  of  letters  written  to  various  mills  to  require  them 
to  submit  their  programs.  There  was  a  delay  of  weeks  in  sending  out  these 
letters,  but  they  have  now  gone  forward.  Marriner  explains  that  he  purposely 
delayed  these  inquiries  because  the  mills  must  know  the  amount  of  Government 
business  on  their  books  and  the  residual  machinery  available  to  make  civilian 
fabrics  before  they  can  plan  intelligently  a  blending  program.  Government 
awards  will  not  be  made  until  about  the  month  of  April. 

IV.  Carvetn. — Proctor  is  charged  by  Guthrie  with  resisting  the  conversion  of 
carpet  mills  to  the  production  of  cotton  duck  because  Proctor's  firm  was  interested 
in  the  manufacture  of  cotton  duck.  Proctor  states  that  the  only  conversation 
he  has  had  with  Gutbrie  on  this  subject  was  one  in  which  he  reported  to  Guthrie 
his  success  in  persuading  certain  rayon  mills  to  undertake  the  manufacture  of 
duck  and  Guthrie  replied  expressing  dissatisfaction  witli  the  carpet  industry. 
Ewing,  the  head  of  the  carpet  section  (floor  coverings),  Proctor,  and  Rice  all 
agreed  that  the  failure  of  the  carpet  mills  to  go  more  promptly  into  the  manufac- 
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ture  of  cotton  duck  was  because  of  a  lack  of  Government  orders.  The  Quarter- 
master hesitated  to  place  orders  for  cotton  duck  in  the  carpet  industry  until  satis- 
fied that  all  other  available  and  more  suitable  looms  were  fully  utilized,  because 
carpet  looms  were  not  as  well  adapted  for  this  purpose  as  other  types  of  looms, 
and  the  prices  which  they  submitted  to  the  Quartermaster  General  were  much 
higher  than  other  available  sources.  Twelve  of  the  carpet  companies  now  have 
war  orders  aggregating  5,000,000  yards  of  cotton  duck.  They  with  others  are 
now  seeking  to  secure  additional  orders  or  prices  substantially  lower  than  those 
which  they  first  submitted. 

V.  Nylon. — J.  A.  Rice  is  attacked  by  Guthrie  on  the  ground  that  he  was  indus- 
try-minded and  uncooperative,  particularly  because  he  refused  or  failed  to  furnish 
Guthrie,  his  deputies,  and  some  members  of  the  Textile  Branch,  with  estimates 
from  time  to  time  of  the  increasing  needs  of  the  armed  services  for  additional 
material.  For  many  months  Rice  liad  been  the  representative  of  the  War  Pro- 
duction Board  Purchases  Division,  assigned  to  the  Quartermaster  General.  He 
was  present  in  confei"ences  where  members  of  the  Quartermaster  General's  staff 
gatliered  together,  analyzed  and  tabulated  the  secret  and  confidential  estimates  of 
the  armed  services  for  the  use  and  location  of  manpower.  They  then  attempted  to 
work  out  as  accurately  as  possible  the  schedules  of  the  textile  requirements  and 
the  varying  dates  at  which  deliveries  would  be  required.  Schedules  of  procure- 
ment were  then  devised.  The  requirements  of  these  resulting  schedules  were  then 
submitted  to  the  Textile  Branch,  and  Rice  consulted  with  its  members  on  pro- 
grams for  production  based  upon  the  facilities  available,  additional  facilities  to  be 
provided,  etc.  The  figures  with  which  he  dealt  were  confidential  or  secret  until 
such  time  as  the  Quartermaster  General  released  them.  Rice  states  that  as 
promptly  as  he  was  permitted  to  release  these  figures  and  estimates  he  did  so.  In 
late  February  he  became  convinced  that  the  Textile  Branch  was  so  demoralized 
that  it  could  not  handle  the  work  and  he  complained  of  this  condition  to  his  supe- 
rior, Mr.  Douglas  MacKeachie  and  Mr.  Sidney  Weinberg,  of  the  War  Production 
Board. 

Guthrie  also  states  that  Rice  opposed  a  mandatory  order  freezing  nylon,  effec- 
tive immediately.  This  is  true.  At  the  time  of  the  discussion.  Rice  emphasized 
that  the  aircraft  service  had  decided  to  go  over  to  Nylon  for  parachutes;  that 
their  requirements  would  be  ready  within  a  few  weeks  and  would  take  all  the 
nylon  which  would  be  manufactured,  and  that  the  existing  supply  of  nylon  was  in 
the  form  of  fine-spun  hosieiy  yarn  which  would  not  be  useful  for  parachutes. 
Colonel  Kes.sler,  of  the  Air  Coi^ps,  was  present  and  agreed  with  the  view  of  Rice 
as  opposed  to  the  views  of  Guthrie,  Doherty,  and  Sommaripa. 

SUMMARY 

In  accordance  with  your  instruction!?;,  this  investigation  has  been  made  to  ascer- 
tain the  facts.  No  opinion  is  expressed  upon  matters  of  policy,  and  I  do  not  under- 
take to  pass  upon  the  merits  of  the  conflicting  views  and  the  controversies  above 
referred  to. 

After  interviewing  the  numerous  witnesses  and  a  careful  review  of  the  facts,  I 
find  that  there  is  no  evidence  of  any  legal  or  moral  wrong-doing  on  the  part  of  any 
person  involved  in  the  Guthrie  charges,  and  no  reason  to  believe  that  any  one  of 
these  parties  was  animated  by  any  selfish  or  improper  motive.  The  general  state- 
ment made  in  his  testimony  by  Guthrie  to  the  elfect  that  he  thought  some  dollar-a- 
year  men  were  prejudiced  by  their  own  selfish  interests  was  not  supported  by  evi- 
dence. He  testified,  in  response  to  specific  questions,  that  he  knew  of  no  concrete 
instances  of  dollar-a-year  men  using  their  positions  to  obtain  contracts  and  knew 
of  no  person  who  could  furnish  such  evidence. 

With  respect  to  the  radio  orders,  neither  Mr.  Reed  nor  Mr.  Knowlson  partici- 
pated in  any  of  the  decisions  made.  The  determinations  embodied  in  the  final 
orders  were  due  to  the  action  of  the  Chiefs  of  the  Radio  and  Aluminum  Material 
Branches,  respectively,  and  not  to  action  taken  by  Mr.  Guthrie. 

With  respect  to  the  refrigerator  orders,  Mr.  Knowlson  and  Mr.  Reed  dis- 
qualified themselves  and  did  not  participate  in  the  discussions  on  the  form  and 
content  of  these  orders,  except  that  the  decision  to  compel  a  peremptory  shut- 
down of  the  industry  was  made  by  Knowlson  and  concurred  in  by  Reed,  Weiner, 
Guthrie,  and  Evans.  Reed  gave  no  instructions  and  made  no  suggestions  to 
Guthrie  and  none  to  Evans  other  than  that  he  was  to  act  as  an  impartial  con- 
sultant during  the  necessary  discussions.  Evans  had  no  interest  which  disquali- 
fied him  in  acting  as  such  impartial  consultant.  The  confiision  which  developed 
in  these  discussions  was  partly  due  to  the  fact  that  Mr.  Guthrie  misled  his 


5350      INVESTIGATION   OF   THE   NATIONAL   DEFENSE   PROGRAM 

associates  as  to  his  attitude  on  the  policy  to  be  adopted  in  bringing  about 
conversion. 

With  respect  to  the  Textile  Branch,  the  difficulties  and  friction  which 
developed  under  Mr.  Guthrie's  management  were  so  serious  as  to  slow  down  the 
work  of  war  production.  It  was  the  difficulty  which  arose  in  this  branch  which 
persuaded  Reed,  Houghton,  Knowlson,  and  Nelson  that  the  supervision  of  textiles 
should  be  transferred  from  Mr.  Guthrie  to  a  new  chief.  Without  passing  upon 
the  merits  of  the  various  controversies  which  arose  in  this  branch,  the  action 
taken,  viewed  purely  from  an  administrative  standpoint,  was  necessary.  The 
facts  indicate,  however,  that  while  the  troubles  were  largely  due  to  the  conduct 
of  Mr.  Guthrie  and  his  deputies,  certain  members  of  this  branch,  as  above  stated, 
were  also  at  fault  for  failure  to  cooperate. 

It  is  true  that  serious  difference  of  opinion  arose  from  time  to  time  in  the 
discussions  of  the  types  of  procedure  which  should  be  adopted  to  bring  about  the 
prompt  conversion  to  war  production,  of  the  industries  involved  and  as  to  the 
final  shut-down  dates  which  should  be  fixed.  It  must  be  observed,  however,  that 
the  Industrial  Branch  set-up  with  its  varied  personnel  representing  different 
interests,  is  intentionally  designed  to  elicit  different  points  of  view  and  that  this 
frequently  produces  sharp  differences  of  opinion.  Ordinarily  this  result  is 
desirable  and  not  subject  to  criticism  because  of  the  far-reaching  character  of 
the  decisions  embodied  in  priority  orders.  When,  as  in  the  case  of  the  Textile 
Branch,  these  differences  of  opinion  lead  to  personal  recriminations  and  false 
charges  of  personal  interest,  poor  administration  results,  and  corrective  action 
should  be  taken. 

Guthrie,  generally  speaking,  favored  prompt  and  drastic  action  to  curtail 
civilian  production  and  produce  conversion  to  war  production,  regardless  of 
collateral  consequences  which  in  some  instances  would  have  had  disastrous 
effects.  If  he  thought  that  any  of  his  subordinates  were  unreasonably  taking 
a  different  attitude  in  any  specific  case,  it  was  within  his  power  to  deal  promptly 
with  the  situation.  He  failed  to  make  any  changes  and  made  no  requests 
to  his  superiors  for  action  on  their  part. 

GUTHKIE'S    charges — PERSONS    INTERVIEWED 

Donald  M.  Nelson  Jesse  L.  Maury 

James  S.  Knowlson  W.  S.  Hammersley 

Philip  D.  Reed  R.  C.  Berner 

Amory  Houghton  Frank  B.  Cliffe 

Joseph  L.  Weiner  Sidney  A.  Eisemann 

Harold  Stein  Alexis  Sommaripa 

Henry  A.  Dinegar  J.  A.  Rice 

C.  H.  Matthiessen,  Jr.  Douglas  C.  MacKeachie 

Paul  H.  Norgren  Frank  Walton 

Richard  A.  Lester  Kenneth  Marriner 

William  F.  C.  Ewing  Fessenden  Blanchard 

J,  W.  Proctor  O.  O.  Swayzee 

Ames  Stevens  Fairfax  Leary,  Jr. 
Lieutenant  Colonel  Robert  T.  Stevens       Laurens  Rhinelander 

Captain  Morton  L.  Ring  (Navy)  S'elig  Seligman 

Thomas  Evans  E.  F.  Prichard 


Exhibit  No.   499 

United  States  of  America,  War  Production  Board,  Manual  of  Poucy  and 

Procedures 

gene21al  administrative  order  no.  2-23 

March  16,  1942. 
Subject :  Relationships  between  the  War  Production  Board  and  the  War  De- 
partment. 

Section  1. — All  officers  and  employees  of  the  War  Production  Board  are  re- 
quested  to  familiarize  themselves   with   the  attached   memorandum   regarding 
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the  relatiouships  between  the  War  Production  Board  and  the  War  Department, 
and  to  be  governed  by  the  matter  contained  therein. 

Donald  M.  Nelson,  Chairman. 

I  certify  that  the  original  of  this  order  duly  approved  and  signed  by  the  com- 
petent executive  was  filed  with  me  on  the  16th  day  of  March  1942. 

Francis  R.  Cawley, 
For  the  Chief  of  Management  Services. 

March  12,  1942. 
To  :  Officers  and  Employees : 

Services  of  Supply  and  Material  Command  of  the  Army  Air  Forces,  War 
War  Department,  and  War  Production  Board. 
From :  Chairman,  War  Production  Board ;  Under  Secretary  of  War. 
Subject :  Relationship  between  the  War  Production  Board  and  the  War  De- 
partment. 

GENERAL 

1.  The  following  statement  is  made  for  the  puipose  of  facilitating  the  effort 
now  in  process  to  perfect  the  governing  relationships  between  the  War  Produc- 
tion Boafd  and  the  War  Department  in  effectuating  the  war  supply  program. 

2.  The  Chairman  of  the  War  Production  Board  is  charged  with  the  duty  and 
given  the  power  to  "exercise  general  direction  over  the  war  procurement  and 
production  program,"  to  "determine  the  policies,  plans,  procedures,  and  methods 
of  the  several  Federal  departments,  establishments,  and  agencies  in  respect 
to  war  procurement  and  production,  including  purchasing,  contracting,  specifica- 
tions, and  construction ;  and  including  conversion,  requisitioning,  plant  expansion 
and  the  financing  thereof ;  and  issue  such  directives  in  respect  thereto  as  he 
may  deem  necessary  or  appropriate,"  to  organize  and  direct  the  mobilization  of 
industry  and  to  maintain  a  civilian  economy  consistent  with  war  necessity. 

3.  The  war  supply  organizations  should  be  viewed  by  all  participants  as  a 
single  integrated  system  operating  under  the  general  direction  of  the  Chairman 
of  the  War  Production  Board  in  a  unified  effort  to  win  the  war  and  not  as  a 
group  of  autonomous  or  semiautonomous  organizations  acting  in  mere  liaison 
with  one  another. 

4.  Although  the  immediate  responsibility,  initiative,  and  decision  for  a  par- 
ticular function  is  placed  in  one  part  of  the  organization,  the  assistance  of  the 
other  parts  is  expected  and  directed. 

DUTIES   OF   THE   WAR   PRODUCTION   BOARD 

5.  In  broad  terms,  the  War  Production  Board  gives  general  direction  and 
supervision  to  the  war  supply  system,  formulates  broad  policies  with  respect 
to  that  system,  makes  the  basic  decisions  on  the  allocation  of  resources  to  the 
various  parts  of  the  supply  system  in  accordance  with  strategic  directives  and 
plans,  makes  provision  for  materials,  services,  tools,  and  facilities  needed  for 
the  military  effort  and  the  civilian  economy,  and  organizes  industry  for  war 
production.     Therefore,  specifically,  the  War  Production  Board  will — 

a.  Cooperate  with  the  War  Department  in  the  formulation  and  review  of 
supply  programs,  and  in  the  light  of  military  needs  as  expressed  by  the  War 
Department,  determine  the  resources  that  will  be  applied  to  war  production 
and  to  the  civilian  economy  consistent  with  war  necessity  and  aid  the  War 
Department  in  adjusting  its  programs  to  such  determinations. 

1).  Supervise  the  over-all  utilization  of  the  economic  resources  of  the  nation. 

c.  Develop  raw  material  sources  and  increase  production  of  raw  materials. 

d.  Develop  services,  including  transportation,  power,  and  communications. 

e.  Stock-pile  materials  and  certain  end-products  for  which  a  future  shortage 
Is  indicated. 

f.  Expedite  the  production  of  raw  materials,  machine  tools  and  industrial 
supplies  and  also  expedite  production  of  other  items  where  effective  expediting 
by  the  War  Department  cannot  be  carried  on  without  conflict  with  other  agencies. 

(And  that  is  a  very  important  paragraph.) 

g.  Eliminate  by  curtailment,  conservation,  and  otherwise  less  essential  uses 
of  materials,  facilities,  services,  and  manpower  essential  to  the  accomplishment 
of  the  munitions  program. 
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7i.  Expand  available  skilled  manpower  for  war  production  tlirongh  training, 
transfer  from  nonessential  activities,  and  reduction  in  the  loss  of  man-hours 
through  stoppages  resulting  from  all  causes. 

i.  Direct  the  provision  of  facilities  needed  to  produce  raw  materials,  equip- 
ment, tools,  and  services. 

;.  Determine  the  plants  or  industries  which  should  be  converted  to  the  pro- 
duction of  supply  for  the  War  Department  and  assist  the  War  Department  in 
such  conversion. 

k.  Assure  preservation  and  production  of  the  necessary  facilities  auxiliary  to 
the  production  and  distribution  of  military  siipply. 

I.  Enlist  the  participation  of  industry  by  organizing  industry  committees,  by 
promoting  cooperation  between  indust?-ial  units  and  by  securing  from  the  Depart- 
ment of  Justice  clearance  for  such  cooperative  action. 

m.  Assure  the  maintenance  of  a  verile  civilian  economy  consistent  with  war 
necessity. 

n.  Distribute  the  available  supply  of  materials  and  equipment  by  priorities, 
allocations,  and  otherwise,  with  particular  reference  to  apportioning  in  a  major 
way  of  scarce  materials  between  principal  users.  (Much  of  the  detail  assign- 
ment of  ratings  will  continue  to  be  made  by  the  Army  and  Navy  Munitions 
Board  operating  under  policies  and  procedures  approved  by  the  Chairman  of  the 
War  Production  Board.) 

©.Adjudicate  and  make  decisions  on  matters  pertaining  to  priorities,  alloca- 
tions, requisitioning,  and  to  placement  of  orders  in  existing  facilities,  as  between 
the  military  and  other  needs. 

DUTIES  OF  THE  WAE  DEPARTMENT  IN   THE  SUPPLY  PROGRAM 

6.  In  broad  terms,  the  War  Department,  through  the  Services  of  Supply  and  the 
Material  Command  of  the  Army  Air  Forces,  in  accordance  and  compliance  with 
the  policies  and  directives  of  the  War  Production  Board,  carries  on  its  supply 
functions  of  research,  design,  development,  programming,  purchase,  production, 
storage,  distribution,  issue,  maintenance,  and  salvage.  Tlierefore,  specifically, 
the  War  Department  will — 

a.  Determine  military  needs  and  compile  requirements  for  supplies,  new  facil- 
ities, transportation,  and  communication  as  to  quantity,  types,  and  time,  and 
translate  these  into  requirements  for  resources,  including  raw  materials,  tools, 
and  labor,  and  keep  the  War  Production  Board  continually  informed  of  these 
requirements. 

6.  Receive  from  the  War  Production  Board  descriptions  of  plants  or  industries 
available  for  conversion,  and  convert  these  with  the  assistance  and  under  the 
direction  of  the  War  Production  Board. 

c.  Purchase,  Including  the  negotiation,  placement,  and  administration  of 
contracts. 

d.  Produce,  Including  preparation  of  schedules.  Inspection  and  acceptance 
of  product,  issuance  of  shipping  Instructions,  and  distribution,  including  arrange- 
ments for  storage,  receipt,  issue,  inspection  of  use,  transportation,  and  mainte- 
nance). 

e.  Expedite  production  In  facilities  producing  finished  items,  parts,  components, 
and  subassemblies  where  there  Is  no  conflict  with  other  agencies. 

/.  Construct  and  expand  plants  for  production  of  finished  items. 

g.  Conduct  research  and  development  and  set  specifications. 

7t.  Conserve  materials,  facilities,  and  manpower  used  in  war  supply  by  substi- 
tution of  more  available  materials  in  place  of  scarcer  materials,  by  elimination, 
by  development,  by  simplification,  and  by  standardization  of  types  of  equipment 
and  supplies.  (While  equipment  and  supplies  must  have  the  essential  military 
characteristics,  their  specifications  should  also  be  such  as  to  permit  rapid  mass 
production.  On  the  other  hand,  ease  of  production  should  not  entirely  conti'ol 
design  of  articles.  Moreover,  the  real  necessity  for  military  characteristics 
must  be  constantly  challenged  and  reana].vzed  with  reference  to  the  practical 
life  of  the  product.) 

CONTACTS  BETWEEN  THE  WAR  PRODUCTION  BOARD  AND  THE  WAR  DEPARTMENT 

7.  Relationships  will  include  frequent  contacts  by  the  Chairman  of  the  War 
Production  Board,  the  Under  Secretary  of  War,  the  Director  of  Production  of  the 
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War  Department,  the  Conimandiiig  General  of  the  Services  of  Supply,  the  general 
in  charge  of  the  Material  Command  of  the  Army  Air  Forces,  and  their  key  sub- 
ordinates; directives  issued  by  the  War  Production  Board;  membership  on  the 
War  Production  Board ;  the  x\.rmy  and  Navy  Munitions  Board  ;  representatives  on 
committees  and  units ;  and  constant  cooperation  between  the  Chief  of  tlie  Control 
Division  of  the  Services  of  Supply  and  the  Ofiice  of  the  Chairman  of  the  War 
Production  Board  for  the  purpose  of  continuous  survey  of  vporking  relationships 
between  the  two  agencies. 

8.  Members  of  both  organizations  are  alike  engaged  in  the  mission  of  obtaining 
maximum  balanced  supply  in  the  most  expeditious  manner  possible.  Obstacles  to 
this  end  must  and  will  be  removed.  One  such  obstacle  is  an  organizational  prac- 
tice known  as  "layering."  This  means  that  a  subordinate  charged  with  a  task 
in  one  organization  or  subdivision  thereof  must  go  up  through  the  layers  of  his 
superiors,  across  from  the  top  of  his  agency  to  the  top  of  the  other  agency  and 
then  (louni  through  the  layers  of  the  other  organization  to  the  subordinate  re- 
sponsible for  decision  or  other  action.  Such  action  may  then  have  to  go  back 
through  the  layers  again. 

9.  From  this  time  forward  there  is  to  be  no  layering  within  or  between  the  War 
Production  Board  and  the  War  Department.  Any  officer  of  either  agency  is  not 
only  free,  but  is  hereby  directed  to  make  direct  contact  with  his  opposite  or  any 
person  from  whom  he  needs  advice,  assistance,  or  decision  by  personal  interview, 
telephone,  or  written  communication.  Wherever  possible,  missions  should  be 
accomplished  first  and  thereafter  may  be  confirmed,  where  necessary  for  routine, 
"thi'ough  channels."  Personal  interview  or  telephone  conunimication  is  to  be  used 
in  preference  to  written  communications  in  handling  urgent  matters. 

10.  Finally,  the  war  supply  system  shall  be  operated  in  accordance  with  the 
basic  principle  of  effective  organization  that  immediate  responsibility,  authority. 
-and  scope  for  initiative  shall  be  placed  as  far  down  in  the  operating  organizations 
and  as  close  to  the  actual  doing  of  the  various  procurement  tasks  as  possible. 

D.  M.  Nelson, 
Chairman,  War  Production  Board. 

ROBEKT   P.    PATTEESON, 

Under  Secretary  of  War. 

"Exhibit  No.  500"  appears  in  text  on  p.  5107 


"Exhibit  No.  501"  appe;irs  in  text  on  p.  5109 


"Exhibit  No.  502"  appears  in  text  on  p.  5113 


Exhibit  No.  503 

summary  of  facts  that  governor  curley  stated 

Governor  Curley  first  met  Mr.  Fuller  in  July  or  August  of  1941.  Prior  to 
that  time  he  had  never  seen  or  heard  of  Mr.  Fuller,  and  that  particular  meeting 
occurred  in  the  Hotel  Mayflower  where  IMr.  Fitzgerald  introduced  Mr.  Fuller 
to  Curley.  At  that  time  Mr.  Fitzgerald  did  not  mention,  nor  at  any  time,  that 
Mr.  Fuller  had  just  been  released  from  jail.  Fuller  at  that  time  told  Governor 
Curley  that  he  was  organizing  a  group  which  planned  to  obtain  control  of  the 
Kalunite  deposits  in  Utah,  and  of  a  process  of  extracting  the  Kalunite.  He 
told  Governor  Curley  that  a  number  of  prominent  men  were  to  be  with  him, 
and  he  put  it  entirely  on  a  patriotic  basis  saying  that  at  the  time  there  was 
an  aluminum  shortage,  and  that  Kalunite  was  the  answer  to  that  shortage. 
Governor  Curley  agreed  to  lend  his  name  to  that  transaction.  He  agreed  then 
at  all  times  afterwards  considered  that  he  had  just  loaned  his  name  to  the 
syndicate  of  entirely  pratiotic  motives.    He  at  no  time  was  offered  or  discussed 
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or  expected  to  receive  any  pi-ofits  out  of  the  Kalunite  ti-ansactious.  He  under- 
stood that  he  was  to  be  nominally  President  of  the  Engineers  Group,  Inc.,  a 
group  formed  for  the  purpose  of  obtaining  control  of  Kalunite.  However,  he  at 
no  time  took  any  action  as  President  of  that  group  although  he  did  understand 
it  would  use  his  name  as  President.  He  at  no  time  put  any  money  into  the 
group,  nor  did  he  ever  take  any  money  out  of  it  or  receive  any  of  its  funds.  He 
at  no  time  discussed  any  business  of  the  group  except  Kalunite.  He  had  nothing 
to  do  with  any  of  the  business  transacted  by  the  group,  and  until  November 
1941,  he  did  not  even  know  that  Engineers  Group,  Inc.  had  any  other  business 
than  the  syndicate  to  acquire  Kalunite. 

Around  November  1941,  he  heard  a  conversation  in  the  office  of  Engineers 
Group,  Inc.,  that  indicated  that  they  were  doing  some  engineering  work.  How- 
ever, he  did  not  ask  any  questions  about  it  and  learned  no  more  about  it.  After 
hearing  this  conversation  he  inquired  and  learned  that  the  Engineers  Group 
was  offering  engineering  services  to  persons  who  were  seeking  Federal  contracts. 
On  obtaining  that  information  Governor  Curley  submitted  his  resignation.  The 
resignation  was  submitted  some  time  in  December  1941.  He  has  no  records 
pertaining  to  his  transactions  with  Fuller  or  the  Engineers  Group,  Inc.  He 
stated  that  iu  the  entire  period  during  which  he  was  connected  with  the  Group 
only  six  to  twelve  letters  passed  between  him  and  the  Group  or  Fuller  with 
respect  to  the  business.  All  of  these  leters  dealt  with  the  Kalunite  transaction 
and  there  was  no  correspondence  with  connection  to  any  other  subject. 

At  the  time  of  his  resignation  he  destroyed  these  letters.  He  also  has  a  list 
of  the  ofHcers  and  proposed  members  of  the  Kalunite  syndicate.  He  originally 
obtained  this  list  from  the  office  of  the  Engineers  Group,  Inc.  This  list  is  at  home, 
and  together  with  a  copy  of  his  resignation  from  the  Engineers  Group,  which 
copy  he  mailed  to  the  Committee  at  the  request  of  Mr.  Parks. 

This  comprises  all  the  documents  of  any  nature  which  he  possesses,  referring 
to  or  concerning  James  Fuller  or  Engineers  Group,  Inc. 

His  conversations  respecting  Kalunite  were  with  Fuller,  George  Eichelberger, 
and  Robert  Thach.  He  did  not  have  a  conversation  with  any  other  person  con- 
cerning Kalunite,  and  he  had  at  no  time  had  any  conversation  or  dealings  with 
any  public  official  or  official  of  the  R.  F.  C.  concerning  Kalunite. 

Another  factor  in  influencing  Governor  Curley's  resignation  from  the  Presi- 
dency of  Engineers  Group,  Inc.,  was  his  discovery  that  no  progress  was  being 
made  on  the  Kalunite  transaction. 

Governor  Curley  met  Donald  Smith,  Everett  Hurt,  Robert  Thach,  A.  L.  Bivins, 
Henry  Holt,  Clarence  Brown,  George  Eichelberger,  General  Shinkel,  and  Major 
Hawkins.  Fuller  told  him  that  all  of  those  were  associated  with  Fuller  in  the 
Kalunite  deal.  In  most  instances  the  statement  was  made  by  Fuller  in  the  pres- 
ence of  the  men  themselves.  He  particularly  recalls  that  it  was  the  case  of  Mr. 
Thach  and  Mr.  Brown.    He  is  not  sure  as  to  Smith.    He  is  sure  as  to  Mr.  Hurt. 

Mr.  Fuller  took  some  stock  certificates  on  a  brewery  belonging  to  Governor 
Curley,  with  the  arrangement  that  he  was  to  procure  a  loan  on  the  certificates 
to  Governor  Curley.  Later  Governor  Curley  received  a  check  or  checks  of  Mr. 
Haskell  as  purported  advancement,  but  the  checks  were  returned  for  insuffi- 
cient funds.  Thereafter  Governor  Curley  obtained  the  return  of  his  stock 
certificates  receiving  part  of  them  personally  in  Washington,  the  rest  by  mail 
in  Massachusetts.  There  was  never  any  discussion  by  Governor  Curley  of  any 
loan  on  the  stock  to  Fuller,  or  the  turning  over  of  any  proceeds  of  any  such  loan 
by  Fuller  to  Governor  Curley. 

Jambs  M.  Cueley. 
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Exhibit  No.  504 

Federal  Bureau  of  Investigation 

United  States  Department  of  Justice 

Washington,  D.  O. 

April  21,  1942     JAOH 

The  following  is  the  record  of  FBI  number  312370. 

J.  E.  EfoovEB,  Director. 


Contributor  of 
fingerprints 


Police    Department, 

Schenectady, 

New  York. 
Police  Department,  Los 

Angeles,  California. 
Police  Department, 

New  York  City,  New 

York. 

Sheriff's  Ofliee,  Pontiac, 
Michigan. 

District  of  Columbia 
Jail,  Washington,  Dis- 
trict of  Columbia. 


Probation  Department, 
Court  of  General  Ses- 
sions, New  York  City, 
New  York. 

Penitentiary,  Welfare 
Island,  New  York 
City,  New  York. 

Police  Department, 
New  York  City,  New 
York. 

United  States  Marshal, 
New  York  City,  New 
York. 

Police  Department, 
Chicago,  Illinois. 

County  Jail,  Chicago, 
Illinois. 

Police  Department, 
Washington,  District 
of  Columbia. 

District  of  Columbia 
Jail,  Washington,  Dis- 
trict of  Columbia. 


Name  and 
number 


James  George  Ful- 
ler, #  E-1719. 

James  G.  Fuller, 
#2951P-M-1. 

James  G.  Fuller, 
#  E-5608 


James  O. 

#  5118. 
James  A. 

#  149S5. 


Fuller, 
Fuller, 


James  G.  Fuller- 


James  G. 
#  61681. 


Fuller, 


James  G.  Fuller, 

#  B-9882. 

James  Q.  Fuller, 

#  C5-239. 

James  G.  Fuller, 

#  C-90848. 
James  Geo.  Fuller, 

#  6735. 

James  George  Ful- 
ler, i  82496. 

James  G.  Fuller, 
# 14985. 


Arrested  or 
received 


Aug.  28,  1925. 

Sept.  19, 1930. 
Dec.  9,  1931.. 

June  20,  1934. 
Nov.  20,  1934. 


Dec.  28,  1934. 

Feb.  21,  1935. 

Oct.  20,  1936  . 

Oct.  21,  1936.. 

July  2,  1938  .. 
Dec.  1,  1938- . 
Dec.  20,  1940. 

Dec.  21,  1940.- 


Charge 


Grand  Larceny  ...  *Oct.  26,  1925,  one  year 
County  Jail. 


Suspicion,    grand 

theft  bunco, 
forgery 


i  nvestigation — in- 
sufficient funds. 

false  pretenses- 
false  pretenses — • 
intoxication  and 
disorderly. 


violation  580  petty 
larceny  as  mis- 
demeanor. 

conspiracy  to  com- 
mit forgery. 

Grand     Larceny 

(fugitive). 

false  pretenses. 


general  principles. 

confidence  game- 
false  pretenses. 

false  pretenses — 
checks. 

false  pretenses 
after — false  pre- 
tenses after — 
false  pretenses. 


Disposition 


Released. 

Final  charge  conspir- 
acy to  commit  for 
gery;  on  Feb.  20, 1935, 
Penitentiary. 


Ten  days — ten  dollars 
on  charge  of  intoxi-, 
cation;  ten  days  or 
ten  dollars  on  charge 
of  disorderly;  re- 
leased on  bond  on 
first  charge;  nolle 
prosequi  on  second 
charge;  served  twenty 
days  on  charges  of 
intoxication  and  dis- 
orderly, released  at 
Court  Dec.  18,  1934. 


indefinite    term — Oct, 
20,  1936,  paroled. 


Dec.     23,     1938,     bail 
Municipal  Court. 


B-1000  after— B-1000 
after— B-1000—  Feb. 
11,  1941,  720  days  or 
five  hundred  dollars 
fine,  fine  paid  and 
subject  released  to 
United  States  Mar- 
shal for  detainer  from 
Cook  County,  Illi- 
nois, June  18,  1941. 


Form  T-2 


*  Welfare  Island,  malicious  mischief ;  twenty  months. 

*  Schenectady,  malicious  mischief ;  ten  months. 

*  Washington,  District  of  Columbia,  malicious  mischief ;  sixty  days. 

(above  notations  as  on  print  #6735). 

*  City  Jail,  Washington,  District  of  Columbia,  November  14,  1923,  larceny ; 
thirty  days. 
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*  December  30,  1924,  as  James  G.  Fuller,  Manhattan,  grand  larceny ;  February 
20,  1925,  one  year,  and  two  months  to  two  years  and  four  months,  States  Prison, 
execution  of  sentence,  stayed. 

*  June  30,  1926,  as  James  G.  Fuller,  Schenectady,  New  York,  fugitive.  New 
York  City,  grand  larceny ;  June  30,  1926,  turned  over  to  New  York  City  Police. 

*  June  30,  1926,  as  James  G.  Fuller,  Manhattan,  grand  larceny ;  July  7,  1926, 
suspicion  of  sentence  of  February  20,  1925,  continued. 

*  October  14,  1926,  as  James  Fuller,  Schenectady,  New  York,  Motor  Vehicle 
Law  (reckless  driving)  ;  October  19,  1926,  fined  fifty  dollars. 

*  June  6,  1934,  as  James  Fuller,  Manhattan,  Petty  Larceny ;  June  18,  1934, 
paroled. 

*  November  19,  1934,  as  James  Fuller,  Washington,  District  of  Columbia,  false 
pretenses. 

*  December  4,  1934,  indicted  by  Grand  Jury  and  released  on  bond  and  brought 
back  to  New  York  City  and  sentenced  to  Penitentiary  on  case  of  December  9, 
1931. 

*  Admits :  As  James  Fuller,  December  23,  1934,  sentenced  to  Welfare  Island, 
New  York  Penitentiary,  one  to  three  years,  conspiracy  to  defraud  from  New  York 
City. 

*  James  G.  Fuller,  #C-94174,  Police  Department,  Chicago,  Illinois,  confidence 
game;  December  1,  1938,  held  to  Criminal  Court  on  twenty-five  hundred  dollar 
bond. 

*  WANTED :  As  James  George  Fullei%  under  indictment  for  confidence  game, 
now  a  fugitive.  Notify  States  Attorney's  Office,  Criminal  Courts  Building,  Chi- 
cago, Illinois,  per  information  received  therefrom  April  28,  1939.  In  Custody 
per  print  #82496,  Police  Department,  Washington,  District  of  Columbia. 

*  WANTED :  As  James  George  Fuller,  for  passing  fraudulent  checks.  Notify 
State  Police,  Hawthorne,  New  York,  per  information  received  therefrom  October 
23,  1939.  In  Custody  per  print  #82496,  Police  Department,  Washington,  District 
of  Columbia. 

*  WANTED:  As  James  George  Fuller,  for  false  pretenses  (checks).  Notify 
Police  Department,  Washington,  District  of  Columbia,  per  information  received 
therefrom  March  13,  1940.  In  Custody  per  print  #82496,  Police  Department, 
Washington,  District  of  Columbia. 

*  #16147,  Police  Department,  Washington,  District  of  Columbia  (as  on  print 
#82496). 

Exhibit  No.  505 

200  19th  St.,  S.  E.,  Washington,  D.  C,  March  24,  19U 

Dear  Jim  :  It  seems  such  a  very  long  time  since  I  have  known  the  pleasure 
of  your  company  that  I  hardly  know  how  to  address  you  *  *  *  especially 
inasmuch  as  I  am  advised  that  you  have  been  acquainted  with  the  adversity 
which  was  thrust  upon  me  a  few  short  months  ago. 

Please  accept  my  deep  thanks  for  your  kindly  gesture  towards  Mrs.  Fuller 
and  your  interest  evinced  in  the  writer.  When  one's  world  falls  to  pieces  and 
all  of  the  past  seems  filled  with  gilded,  fickle,  tinseled  things  *  *  *  with 
friends  of  the  Punic,  perfidious  faith  *  *  *  t^Jg^  jj-  jg  indeed  refreshing  to 
learn  that  there  are  still  big  men  aboard  in  the  land  *  *  *  men,  too,  of 
large  understanding  and  broad  affairs  and  imlimited  outlook. 

I  must  acquaint  you  with  the  fact,  also,  that  my  adversities  came  upon  me 
from  the  shadowy  past  at  a  time  when  the  future  seemed  assured  *  *  * 
and  were  born  of  a  chain  of  antiquated  events  over  which  I  no  longer  had 
control  *  *  *  to  which,  indeed,  I  had  given  no  thought,  because  my  own 
connection  with  them  seemed  so  grotesque  and  remote  as  to  be  negligible  in 
the  eyes  of  any  outside  observer.  Suffice  to  say  that  I  was  hamstrung  for  the 
machinations  of  several  others  who  *  *  *  when  the  hour  of  accounting 
was  arrived  *  *  *  played  the  coward  with  true  talent  and  let  old  Jim 
Fuller  to  pay  the  piper  for  the  dance  which  had  been  nourished  by  their  own 
selfish  desires. 

However,    one    may    not     *     *     *     be    he    a    true    disciple    of    the    Alcoran 

*  *  *  regret  what  has  been  an  act  of  destiny.  I  am  convinced  that  even  by 
this    paradoxical    crowning    of    thornes    I    have    been    immeasurably    blessed 

*  *  *  for  here,  in  the  quiet  and  even  solitude  of  a  place  remote  from  the 
hustle  and  bustle  and  conflicting  emotions  of  the  affairs  of  men  one  may  view 
the  past  and  enlarge  upon  the  future  with  cool  detachment     *     *     *     selecting 
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with  more  than  usual  care  the  instruments  by  which  to  make  the  future  more 
secure  and  the  past  less  lamentable. 

It  happened  that  I  was  snatched  from  priceless  freedom  upon  the  eve  of 
what  may  well  have  been  my  gi-eatest  success.  The  years  during  which  you 
knew  of  me  as  being  something  of  the  human  dynamo  *  *  *  working  for 
the  Chief  throughout  the  Bay  State  *  *  *  at  Chicago  and  beyond  *  *  * 
not  too  largely  overshadowed  by  the  genius  of  Big  Jim  *  *  *  the  years  of 
my  minor  and  major  accomplishments  seemed  about  to  be  consumnated  in  a 
great,  patriotic  accomplishment  for  which  I  have  still  high  hopes. 

Sometime  shortly  after  July  1st,  1941,  I  anticipate  the  return  from  abroad 
of  a  friend  of  lung  standing,  tried  and  capable  and  untiring  *  *  *  as  I 
have  been  untiring  and  capable  in  the  finite  things  with  which  I  have  occupied 
my  days  *  *  *  ^jjq  j^^g  consented  to  lend  himself  to  the  perfection  of  the 
plan  I  was  about  to  launch  when  the  launching  was  so  forcibly  delayed  last 
December. 

I  do  not  have  any  doubt  but  that  he  will  succeed  royally.  There  is  no  doubt, 
either,  that  the  deal  I  have  conceived,  which  I  have  here  perfected,  will,  within 
short  months,  become  the  greatest  thing  alive  in  the  financial  and  material 
world  which  is  America  today.  My  one  concern  is  that  the  undertaking  not 
pyramid  into  a  Frankenstein  of  B'inance  which,  once  out  of  control,  might 
become  a  powerful  instrument  for  evil  rather  than  for  the  good  I  have  cherished 
for  it. 

To  this  end,  and  because  I  have  developed  and  perfected  the  safety-valve 
for  that,  too,  I  should  be  deeply  beholden  to  you  if  you  will  find  the  time  to  seek 
me  out  (since  it  is  obvious  that  I  may  not  seek  you  out  at  the  present  time) 
to  the  end  that  I  may  lay  certain  matters  before  you  *  *  *  offering  you  a 
part  in  what  I  am  sure  you  will  readily  admit  to  be  the  acme  of  human  en- 
deavor *  *  *  considering  the  age  and  the  trends  and  the  course  of  human 
events. 

You  will  find  no  trouble  in  visiting  me  here  at  any  time  you  elect  to  call, 
inasmuch  as  I  am  in  a  good  position  involving  confidence  and  trust.  Official- 
dom here,  being  above  the  charlatan  interests  of  loftier  circles  *  *  *  having 
no  private  axe  to  grind  in  the  shed  of  Power  and  Money  *  *  *  extends 
ready  recognition  to  the  capable  convert. 

Please  believe  me  when  I  say  that  in  the  light  of  the  past  I  have  deemed 
it  wise  to  address  such  a  letter  as  this  to  but  one  other  man  in  America.  It 
may  be  that  when  you  have  heard  me  out,  you  will  be  moved  to  concur  in  all 
that  I  have  claimed.  In  any  event,  my  undying  gratitude  herewith  for  your 
avowed  interest,  and  please  feel  that  I  am,  yours. 
Ad  Finem, 

James  G.  Fuller. 


Exhibit  No.  506 

10/14/41. 
Jim  :  The  Bank  teller  had  me  see  the  Cashier  and  that  Bird  asked  me  not 
to  draw  against  uncollected  funds.    He  called  attention  to  La  Rocca  check  was 
made  payable  to  himself  &  this  was  only  check  #61 — can't  see  that  is  any  of 
his  business. 
Will  call  if  I  possibly  can,  but  presume  all  you  need  is  enclosed. 

BVERETT. 

If  possible,  have  the  Gov.  hold  these  two  checks  until  Thursday. 

EIVT3iETT. 

Exhibit  No.  507 
[Western  Union] 

CDAH33    73    DL=P    BOSTON,  MASS,  11    1045A. 

Aug.  11,  1941. 
James  Fuller, 

Care  Sherry  Netherlands  Hotel,  NYK: 
Received  partial  outline  Syndicate  Corporation  agreement  conditions.     I  will 
be  a  member  of  the  Syndicate  Corporation  and  will  serve  also  as  officer  and 
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director  of  the  Kalunite  Corporation  provided  my  subscription  agreement  with 
the  Syndicate  Corporation  and  the  Syndicate  Corporation  agreement  with 
Kalunite  and  the  formal  agreement  between  buyers  and  sellers  of  Kalunite  are 
approved  by  me  and  my  attorneys  and  will  meet  with  other  syndicate  members, 
date  and  place  convenient  to  all. 

James  M.  Cukley. 


Exhibit  No.  508 
ENGINE22RS'  Group,  Inc. 

WAIVEE  OF  NOnCE  OF  A  SPECIAL  MEETING  OF  A  WAJOBITY  OF  THE  BOARD  OF  DIRECTORS 

We,  the  undersigned,  being  a  majority  of  the  Directors  of  Engineers'  Group,  Inc., 
incorporated  under  the  Laws  of  the  Commonwealth  of  Massachusetts,  do  hekeby 
WAIVE  notice  of  the  time,  place,  and  purpose  of  the  first  meeting  of  the  said 
Corporation  and  do  fix  the  fifteenth  day  of  December  1941,  at  two  o'clock  in  the 
afternoon,  as  the  time,  and  the  office  of  said  Corporation,  1022  17th  Street,  NW., 
Washington,  D.  C,  as  the  place  of  said  meeting. 

And  we  do  hereby  waive  all  the  requirements  of  the  Statutes  of  Massachusetts, 
both  as  to  the  notice  of  this  meeting  and  the  publication  thereof;  and  we  do 
consent  to  the  transaction  of  such  business  as  may  come  before  said  meeting. 
Dated :  December  15,  1941. 

James  M.  Cueley, 
Hon.  J.  M.  Curley, 
Robt.  G.  Thach, 
Robert  G.  Thach,  . 
James  Fuixer. 
James  Fuller. 

The  following  is  an  excerpt  from  the  Minutes  and  Resolutions,  which  were  duly 
Introduced,  seconded,  and  unanimously  adopted  at  a  Special  Meeting  of  a  Majority 
of  the  Board  of  Directors  of  Engineers'  Group,  Inc.,  held  at  1022  17th  Street  NW., 
Washington,  D.  C,  on  Monday,  Deceujber  15th,  1941 : 

"Pursuant  to  call  of  the  President,  a  special  meeting  of  a  Majority  of  the  Board 
of  Directors  of  Engineers'  Group,  Inc.,  was  held  at  the  offices  of  the  Corporation 
at  1022  17th  Street,  NW.,  Washington,  D.  C,  on  Monday,  December  15th,  1941, 
at  2  P.  M. 

"The  following  members  of  the  Board  were  present : 
Hon.  James  M.  Curley 
Robert  G.  Thach 
James  Fuller 

"There  being  a  quorum,  the  Directors  proceeded  to  attend  to  the  business  before 
the  meeting. 

"Upon  motion  duly  made,  seconded,  and  carried,  it  was 

"Resolved,  That  the  resignation  of  Everett  R.  Hurt  as  Treasurer  and  Director 
of  Engineers'  Group,  Inc.,  be  and  it  hereby  is  accepted. 

"Upon  motion  duly  made,  seconded,  and  carried,  it  was 

"Resolved,  That  Attorney  Donald  Wakefield  Smith,  Washington,  D.  C,  be  and 
he  is  hereby  nominated  and  elected  Vice  President,  Ti'easurer,  and  Director  of 
Engineers'  Group,  Inc. 

"Upon  motion  duly  made,  seconded,  and  carried,  it  was 

"Resolved,  That  Donald  Wakefield  Smith,  Treasurer  and  Director,  be  and  he 
is  hereby  authorized  to  submit  his  signature  to  the  National  Metropolitan  Bank, 
Washington,  D.  C,  for  the  purpose  of  exercising  the  duties  of  said  office  as 
Treasurer  with  said  bank. 

"Further  resolved,  That  said  Bank  be  and  is  hereby  authorized  to  accept 
deposits  and  withdrawals  from  the  funds  of  this  Corporation  on  deposit  with  the 
National  Metropolitan  Bank,  Washington,  D.  C,  only  upon  and  according  to  the 
check  of  this  corporation  or  instruirjents  thereof  and  pertaining  thereto,  signed 
by  Donald  Wakefield  Smith,  Treasurer. 

******* 

"There  being  no  further  business  before  the  meeting,  upon  motion  duly  made 
and  seconded,  it  was  adjourned  to  Wednesday,  December  24th,  1941,  at  11  A.  M., 
the  meeting  to  be  held  at  the  offices  of  the  corporation  either  in  Boston,  Mass.,  or 
Washington.  D.  C." 

Marshall  J.  Fitzgerald, 

Secretary. 
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Exhibit  No.  509 

James  M.  Cubley 

boston,  massachusetts 

Democbatic  National  Committeeman 

July  21st,  1941. 
Mr.  Everett  R.  Hurt, 

932  Earle  Bldg.,  Washington,  D.  G. 
Dear  Mr.  Hurt:  Mr.  Fuller  lias  informed  me  that  he  has  asked  you  to  loan 
him  for  three  months,  with  a  privilege  of  renewal  for  a  like  period,  $6,000  on 
Certificate  No.  141  of  the  Eklredge  Brewing  Company,  a  Maine  Corporation. 

I,  the  undersigned,  agree  to  pay  the  said  amount  or  portion  unpaid  of  said 
amount  of  loan  at  the  expiration  of  the  renewed  note  on  surrender  of  said 
certificate  No.  141  to  me,  in  the  event  Mr.  Fuller  defaults  all  or  any  part  of 
said  loan. 

Very  truly  yours, 

James  M.  Curletst     (Signed). 


Exhibit  No.  510 

Hon.  James  M.  Curley,  Septembeb  15,  1941. 

24  School  Street,  Boston,  Massachusetts. 
Dear  Mr,  Curley:  I  am  sorry  I  was  unable  to  favor  Mr.  Fuller,  but  I  aln 
returning  herewith   stock  certificate    #141,   covering  100  shares  of  Eldredge 
Brewing  Company,  Inc.,  of  $100.00  each. 
Yours  very  truly, 

E.  R.  Huru 
ERH  :  CC. 
End.  #2. 

(1)  Stock  Certif. 

(2)  Mr.  Curley 's  original  letter,  per  copy  attached. 
Registered  mail. 

Return  receipt  requested. 
Air  mail,  special  delivery. 


Post  Ofbicb  Department 

OFFICIAL  business 

Postmarked :  Boston,  Mass.,  10,  Sept.  16,  9  P.  M.,  1941. 
Return  to  American  Corp. 
Street  and  Number, 

or  Post  Office  Box,  932  Earle  Bldg. 
registered  article 
No.  174821  WASHINGTON, 

insured  PAR0E2L 

No.  D.  G. 

(Reverse  side) 
Form  3811 
Rev.  1-4-40 

RETURN  RECEIPT 


Received  from,  the  Postmaster  the  Registered  or  Insured  Article,  the  original 
number  of  which  appears  on  the  face  of  this  Card. 

1.  James  M.  Curley.     [Signed] 

(Signature  or  name  of  addressee) 

2.  C.  J.  Hanley.     [Signed] 

(Signature  of  addressee's  agent — Agent  should  enter  addressee's  name  on  line  ONE  above) 
Date  of  delivery  :  9-16-41, 
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(Postmark  of)  :  1205  (Benjamin  Franklin  Sta.),  Washington,  D.  C, 

Date  stamped:  Registered  Sep.  15,  1941. 

(Via  Air  Mail) 

Form  3806  (Rev.  Jan.  21,  1935) 

Receipt  for  Registered  Article  No.  174821. 

Registered  at  the  Post  Office  indicated  in  the  Postmark. 

Fee  paid,  15  cents.    Class  postage  1. 

Declared  value,  Un.    Surcharge  paid,  $ 

Return  Receipt  fee Spl.  Del'y  fee,  $0.10. 

Delivery  restricted  to  addressee: 

in  person ,  order Fee  paid 

Accepting  employee  will  place  his  initials  in  space  indicating  resti*icted  delivery. 

Postmaster,  i)er  H.  L.  Gepon. 

The  sender  should  vprite  the  name  of  the  addressee  on  back  hereof  as  an  iden- 
tification. Preserve  and  submit  this  receipt  in  case  of  inquiry  or  application  for 
indemnity. 

Registry  Fees  and  Indemnity. — Domestic  registry  fees  range  from  15  cents 
for  indemnity  not  exceeding  $5  up  to  $1  for  indemnity  not  exceeding  $1,000.  The 
fee  on  domestic,  registei'ed  matter  without  intrinsic  value  and  for  which  in- 
demnity is  not  paid  is  15  cents.  Consult  postmaster  as  to  the  specific  domestic 
registry  fees  and  surcharges  and  as  to  the  registry  fees  chargeable  on  registered 
parcel-post  packages  for  foreign  countries.  Fees  on  domestic  registered  C.  O.  D. 
mail  range  from  25  cents  to  $1.20.  Indemnity  claims  must  be  filed  within  one 
year  (C.  O.  D.  six  months)  from  date  of  mailing. 

U.   S.   GOVERNMENT  PRINTING  OFFICE  5 — 6852 


Exhibit  No.  511 

James  M.  Curley, 
Boston,  Massachusetts,  September  19',  1941- 
James  Fuixeb, 

Engineers  Group,  Inc., 

1022  Seventeenth  St.  NW.,  Washington,  D.  C. 
Dear  Feiend:  I  have  wired  the  First  National  Bank  at  Winnemucca  that  check 
has  been  mailed  to  them.     Kindly  send  your  check  for  two  thousand  dollars  as 
agreed  and  oblige. 
Sincerely, 

James  M.  Cukley. 


Exhibit  No.  512 
First  National  Bank,  20  September  1941. 

Winnemticca,  Nevada. 
Gentlemen  :  I  am  enclosing  herewith  my  check  for  Two  Thousand  Dollars 
($2,000.00),  as  per  instructions  from  the  Honorable  James  M.  Curley. 

I  presume  that  you  have  I'eceived  instructions  as  to  the  disposition  of  these 
funds. 

Very  truly  yours, 

James  Fxjller, 
Executive  Vice  President,  Engineers'  Group,  Inc. 
JF:ehc. 

Enc  (CK  $2,000). 
Cc:  Hon.  J.  M.  Ciirley. 

Exhibit  No.  513 

[Letter  head  of  James  M.  Curley] 

Memo  for  Governor. 

Morton  H.  Morganstern,  of  10  Middlesex  Rd.,  Watertown,  has  500,000  pairs  of 
trench  shoes,  he  is  desirous  of  selling  to  some  one  of  the  South  American  countries. 


INVESTIGATION   OF   THE   NATIONAL   DEFENSE   PROGRAM     5361 

Cannot  sell  them  to  the  U.  S.  Government.  Already  had  them  sold  to  the  Greek 
Navy  at  $1.44  a  pair  bnt  order  was  cancelled  after  Germany  was  successful  in 
entering  the  country.  (Showed  me  letter  confirming  purchase.)  Has  several 
other  similar  propositions  that  some  money  could  be  made  on  if  tlie  riglit  contacts 
are  made. 

LWC. 


Exhibit  No.  514 

James  M.  Curley, 
Boston,  Massachusetts,  June  28,  19/fl. 
J.  Marshal  Fitzgerald, 
1022  17th  St.,  NW., 

Washington,  D.  C. 
Dear  Friend  :  The  bearer,  Mr.  Morganstern,  is  the  gentleman  in  whose  behalf 
I  interviewed  you  and  your  associates,  and  it  is  imperative  that  his  proposition 
be  put  through  without  delay,  since  the  option  secured  expires  July  10th. 
Sincerely, 

.  James  M.  Curley. 


Exhibit  No.  515 

Watertown,  Mass.,  Sept.  12,  1941. 
Mr.  James  Fuller, 

%  Engineers  Group  Inc., 
1022  llih  Street  NW., 

Washington,  D.  C. 

Dear  Mr.  Fuller  :  The  Governor  told  me  that  he  spoke  to  you  last  evening  and 
that  you  said  you  would  pay  for  the  Overshoes,  as  per  invoice  enclosed,  on  Monday 
next.  I  trust  that  you  will,  as  I  must  recall  the  draft  now  in  the  Lincoln  National 
Bank,  Washington,  and  I  never  have  done  this  in  all  my  business  experience. 

All  of  these  Overshoes  (even  including  the  (4)  Buckle  Gaiters)  which  you  are 
not  accepting  are  a  wonderful  buy,  and  after  once  buying  them  it  means  a  lot 
of  expense  for  me  to  put  them  in  shipping  condition. 

If  you  will  pay  for  14,671  Pair  of  one-button  snaps  at  300  pr.  and  2,600  Pair  of 
the  all  Rubber  Overshoes  at  300  pair,  amounting  to  $5,241.30,  I  will  let  you  have 
the  18,774  Pair  of  the  (4)  buckle  Gaiters  at  240  pr. 

I  can't  afford  to  do  this,  but  I  want  to  sell  all  of  them,  as  I  want  some  cash 
just  now  to  do  some  of  the  things  I  want  to  do.  This  is  a  reduction  on  the  original 
price  of  18,774  pr.  at  60,  or  $1,126,44.  I  hope  you  agree  to  take  these,  and  in  the 
meantime  I  remain. 

Very  truly  yours, 

M.  H.  MORGANSTEKN. 

Morton  H.  Morganstern,  10  Middlesex  Road,  Watertown,  Mass.  Phone,  Water- 
town  8498. 

[Handwritten :]  With  this  reduction  of  60  it  takes  all  the  profit  I  had  hoped  to 
make,  but  I  need  some  money,  so  try  to  accept  this  deal. 


Exhibit  No.  516 

Watertown,  Mass.,  Aug.  23,  1941. 
Mr.  James  Fuller, 

Engineers  Group,  1022  11th  St.  N.  W., 

Washington,  D.  G. 
Dear  Mr.  Puller  :  I  am  pleased  to  confirm  your  purchase  of  the  Ladies  Over- 
shoes and  Gaiters,  as  described  by  me  in  my  letter  of  Aug.  6th  to  you,  however 
the  quantity  now  about  33,000  to  34,000,  as  I  sold  about  3,800  pairs  a  few  days 
ago.  You  have  purchased  these  at  (300)  thirty  cents,  per  pair  net  against  cash. 
It  is  understood  that  I  will  draw  a  draft  at  (5)  days'  sight,  for  your  accept- 
ance and  in  the  meantime  you  will  examine  them,  and  if  approved,  that  you 
will  pay  the  draft,  at  which  time  I  will  either  deliver  these  f.  o.  b.  shipping 
point,  or  will  follow  your  instructions  and  hand  delivery  order  to  you. 
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To  the  draft,  I  will  attach  my  invoice,  together  with  the  delivery  order,  or  I 
will  handle  this  in  any  manner  you  wish.  I  will  take  care  of  all  storage  to  the 
date  of  delivery.  , 

Trusting  this  is  your  understanding  and  that  you  will  examine  as  soon  as 
possible,  I  remain,  thanking  you. 
Very  truly  yours, 

M.    H.    MORGANSTEKN. 

Morton  H.  Morganstern,  10  Middlesex  Road,  Watertowu,  Mass.  Phone, 
Watertown,  Mass. 

P.  S. — Dear  Mr.  Puller :  In  speaking  with  you  today,  while  with  the  Governor, 
I  learned  that  you  could  not  be  in  Boston  today  to  examine  the  Overshoes, 
nevertheless  they  are  all  in  a  perfect  condition,  and  I  will  be  in  New  York 
Tuesday  and  Boston  on  Thursday.  I  have  sent  the  draft  through  for  payment 
as  you  instructed.  If  you  would  offer  on  the  Brass,  in  New  York  you  might 
reach  me  at  32  Broadway,  Suite  1500,  or  phone  Bowling  Green  9-4275.  Let's 
get  together  on  the  Brass :  I  will  do  the  best  I  can  for  you. 
Sincerely  yours, 

M.   H.   MOKGANSTERN. 


Exhibit  No.  517 

Watertown,  Mass.,  Sept.  2,  19Jtl. 
Mr.  James  Fui^ler, 

Copely  Plaza  Hotel,  Boston,  Mass. 
Dear  Mr.  Fuller  :  I  spoke  to  my  friend,  the  Governor  this  evening  and  he  ad- 
vised me  to  take  this  package  to  you  to  the  Hotel,  rather  than  mail  it.  If  you 
-can  use  this  approximately  3,000  pair,  of  the  description  in  the  other  letter, 
at  the  same  price,  I  will  include  this  lot  with  the  other  lot,  and  draw  another 
small  Draft. 

After  you  decide,  please  wire  me  at  my  expense,  as  now  is  the  time  for  me  to 
offer  these,  but  if  you  can  use  them,  I  will  appreciate  it. 
Hoping  that  you  have  a  good  trip,  I  remain, 
Very  sincerely  yours, 

M.   H.    MORIGANSTERN. 

Morton  H.  Morganstern,  Watertown,  Mass.,  10  Middlesex  Road.  Phone, 
Watertown  8498. 

Exhibit  No.  518 

Watertown,  Mass.,  Sept.  6,  1941- 
Mr.  James  Fuli^ek, 

Engineers  Group,  1022  17th  Street  NW., 

Washington,  D.  C. 

Dear  Mr.  Fuller  :  I  just  received  your  Day  Letter,  of  today,  and  am  instruct- 
ing The  Peoples  Nat'l  Bank,  Marlboro,  Mass.,  to  advise  the  Lincoln  National 
Bank,  Washington,  D.  C.,  to  hold  the  Draft,  that  they  already  have,  and 
that  it  will  be  paid  within  (5)  days  after  examination  of  the  Merchandise 
(Overshoes)  where  it  is  now  stored. 

As  I  wired,  all  of  the  Cartons  are  ready  for  shipment,  and  although  there  are 
2,787  Cartons  (each  one  containing  12  pairs  of  Overshoes),  I  am  sure,  as  I  stated 
previously,  an  examination  is  not  necessary,  however  as  your  Party  wants  to 
examine,  I  trust  that  it  will  be  done  at  once,  as  it  is  a  very  saleable  lot  of  Over- 
shoes, at  this  season  of  the  year,  wonderfully  cheap,  and  I,  as  you  are  well  aware, 
want  to  turn  them  into  cash,  so  I  will  appreciate  it  very  much  if  you  will  contact 
your  Man  at  once,  and  close  the  deal,  and  have  him  examine  on  Tuesday  or 
Wednesday,  sure,  and  so  that  I  am  here. 

With  these  new  instructions,  the  Draft  that  is  in  the  Lincoln  National  Bank, 
will  answer,  rather  than  forward  another  one,  as  the  documents  are  attached, 
including  a  receipted  invoice  which  (when  the  Draft  is  paid)  answers  the  certifi- 
cate for  delivery. 

Hoping  you  will  attend  to  this  at  once,  so  that  we  do  not  lose  too  much  time, 
J  remain,  with  kind  regards. 
Very  sincerely  yours, 

M.  H.  Morganstern. 
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Morton  H.  Morganstern,  10  Middlesex  Road,  Watertown,  Mass.  Phone,  Water- 
town  8498. 

Dear  Mr.  Fullee  :  I  am  very  anxious  to  see  the  Governor,  in  the  Mayor's  seat  in 
Boston,  and  if  I  can  get  the  cash  in  on  this  deal  I  vpill  do  my  share,  as  I  have  a 
location  for  Headquarters  and  which  he  would  like  very  much,  so  I  hope  we  can 
do  this  before  someone  else  grabs  the  space ;  so  why  not  push  this  through  at  the 
earliest  moment.  I  don't  make  very  much,  but  I  make  a  little  bit,  part  of  which 
I  will  donate  with  all  my  labor  until  election  day,  and  he  knows  of  this,  so  he  told 
me  to  tell  this  to  you ;  so  please  get  your  Man  here,  and  let's  go  to  it  and  get 
them  paid  for. 

M.  H.   M. 
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Watertown,  Mass.,  Sept.  27,  Idlfl. 
Mr.   James   Fuller, 

Engineers  Group,  Inc.,  1022  11th  Street  NW., 

Washington,  D.  C. 

Dear  Mr.  Fuller  :  I  asked  our  mutual  Friend,  Gov.  Curley,  to  ask  you  to 
give  me  the  Name  and  Address  of  Harry  Aarons,  so  that  I  could  perhaps  try 
to  get  him  to  take  the  Overshoes  that  he  bought,  and  which  order  you  can- 
celled, a  few  days  ago,  for  no  reason  that  I  can  account  for,  and  which  has 
placed  me  in  a  very  bad  position  with  my  Bank.  If  I  can  get  him  to  accept 
these,  I  will  protect  you  as  regards  your  profit — So  why  not  do  it. 

Brass. — The  Discs,  Gilding  Metal  and  part  of  the  Rods  are  still  unsold,  and 
-with  a  firm  offer,  I  can,  I  think,  make  a  deal,  if  the  offer  is  not  too  low.  This 
is  material  of  the  very  best  quality  for  Ammunition,  and  is  owned  by  a  Foreign 
Government,  and  on  account  of  the  coi.ditiuii.s  abroivd.  Could  Not  Be  Shipped, 
hut  it  is  not  junk  or  scrap,  and  is  a  product  of  the  American  Brass  Co.  and  was 
made  on  sp^'cificaiions,  according  to  my  previous  letters.  The  asking  prices 
.are : 

About  498,025  lbs.   of  No.   1  qualitv  Bra.ss  Discs 3001b. 

About  2,600  lbs.  of  No.  1  qualitv  Gilding  Metal 3201b. 

About  70,000  lbs.  of  No.  1  quality  Brass  Rods 230  lb. 

Terras. — Net  Cash  f.  o.  b.  Met.  New  York  District,  with  a  10%  deposit, 
when  placing  the  order. 

The  Brass  can  be  examined  and  approved,  and  it  is  all  guaranteed  of  No.  1 
■quality.  If  you  are  a  buyer  or  have  a  buyer  interested,  why  not  try  to  get 
together  on  this  lot,  it  is  perfect  mechandise,  in  every  respect. 

I  think  you  owe  me  the  courtesy,  to  try  to  get  your  buyer  to  accept  the 
Overshoes,  or  give  me  his  name,  and  I  maybe  can  interest  him. 

Please  write  or  wire,  and  I  remain 
Very  truly  yours, 

M.   H.   Morganstern. 

Morton  H.  Morganstern,  10  Middlesex  Road,  Watertown,  Mass.  Phone, 
Watertown  8498. 

P.  S. — If  you  will  locate  my  letter  to  you  of  Aug.  6th,  you  will  note  that  I 
•enclosed  letter  to  the  Western  Cartridge  Co.,  and  asked  you  to  forward  it  to 
them. 


Exhibit  No.  520 

October  1,  1941. 
Hon.  James  M.  Curley, 

24  School  Street,  Boston,  Mass.: 
For  Morgenstern's  information  and  to  prove  he  has  no  values.  Western  Cartridge 
Company  has  just  confirmed  to  Mr.  Finkelstein  that  they  are  now  selling  new 
metal  including  fabricating  changes  at  19y20  per  pound  for  this  type  product 
in  price. 

Engineers'   Group,   Inc., 
James  Fuller. 

311932 — 42 — pt.  12 27 
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Exhibit  No.  521 

October  16,  1941. 
Memorandum  to  Hon.  James  M.  Ctjrley 

Dear  Governor:  Before  Jerry  was  taken  sick,  he  interceded  for  the  West 
Paint  Company,  of  Charlestown,  Mass.,  for  some  orders  on  paint.  They  received 
two  orders  in  an  amount  estimated  around  $67,000. 

Jerry  never  received  a  penny  from  these  people,  and  therefore  it  is  suggested 
that  they  contribute  something  to  the  campaign  in  view  of  this  business.  Know- 
ing the  profit  in  the  paint  business  as  I  do,  at  least  $3,500  ought  to  be  contributed. 

J.  F. 


Exhibit  No.  522 

James  P.  Brennan, 
18  Tremont  Street,  Boston,  Massachusetts,  December  17,  lO^i- 

Mr.  James  Fitlleb, 

1022  nth  Street  1S!W.,  Washington,  D.  C. 

Dear  Mr.  FxJiXEnt :  Frequent  inquiries  have  been  made  of  me  in  regard  to  the 
Engineers'  Group,  Inc.,  by  credit  reporting  agencies  here  in  Boston  and  others 
who  represent  that  they  are  credit-reporting  agencies  relative  to  the  affairs  of 
the  corporation. 

Since  my  last  interview  with  you,  I  have  heard  nothing  from  you  and  the  way 
the  matter  now  stands  is  that  there  is  a  Massachusetts  corporation  in  existence 
with  officers,  the  staff  of  my  office  appearing  in  the  Charter.  It  was  my  under- 
standing that  a  meeting  was  to  be  held  and  other  stockholders  were  to  be  elected 
officers  and  directors.  This,  of  course,  has  not  yet  been  done.  I  sent  the  original 
Charter  to  Washington. 

I  would  suggest  that  the  second  meeting  he  held  in  order  to  bring  about  the 
permanent   organization   of  the  corporation.     I   further   suggest   that   this  be 
attended  to  forthwith. 
Very  truly  yours, 

James  P.  Brennan. 

JPB/0  

Exhibit  No.  523 

James  M.  Curley, 
Boston,  Massachusetts,  December  22,  1941. 
James  G-  Fuller, 

1022  nth  St.  NW.,  Washinffton,  D.  C. 
Dear  Jim  :  In  the  event  that  you  have  anyone  seeking  a  plant,  the  enclosed 
looks  extremely  attractive  and  John  Curley,  24  School  Street,  has  the  disposition 
of  it.     The  price  is  $75,000. 
With  every  good  wish,  I  am 
Sincerely, 

James  M.  Curley. 

(Description  and  photographs  of  Elms  Realty  Co.  plant  attached.) 


Exhibit  No.  524 

7  January  1942. 
(Dictated  Jan.  2> 
Hon  James  M.  Curley, 

2 J/  School  Street,  Boston,  Mass. 
Dear  Governor:  We  have  your  letter  of  December  22  regarding  the  plant, 
and  will  bring  this  to  the  attention  of  our  associates — Gramtrade  International 
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Corporation — who  have  several  clients  interested  in  a  plant  of  this  size,  and 
will  communicate  with  you  upon  receipt  of  their  disposition  of  the  matter. 
Very  sincerely  yours, 

Engineers'  Group,  Inc., 
James  Fixller, 

Executive  Vice  President. 
JF :  ehc  ' 


Exhibit  No.  525 

>RK  Nc 
New  York;  N.  Y.,  March  first,  I94I. 


>\Bw  York  Note  &,  Share  Corporation, 


Mr.  M.  J.  Fitzgerald, 

930  Sixteenth  Street  NW.,  Wasi  ington,  D.  C. 

Db:ar  Mr.  Fitzgerai-d:  I  waited  to  hear  from  you  at  the  Mayflower  on  Thursday 
afternoon.  About  five  o'clock  I  received  a  phone  call  from  New  York  that  I  was 
expected  here  the  next  morning  in  regard  to  a  bond  issue  on  a  plant  in  Lakeville, 
Connecticut.  I  figured  that  it  would  be  better  to  take  a  train  at  six  o'clock  which 
would  arrive  here  at  ten,  so  that  I  could  get  a  good  sleep  and  be  ready  for  the 
work  in  the  morning.    So  is  what  I  did. 

I  am  now  working  on  the  information  necessary  to  satisfy  the  RFC  on  the 
Texas  Sugar  Refining  Company. 

During  the  afternoon  at  the  Mayflower  Mr.  MacCauley  called  at  my  room  and 
got  the  papers  regarding  the  steel  mill  in  New  Jersey.  He  returned  later  and  said 
that  his  man  knew  about  the  plant  and  that  he  would  let  me  know  what  he  could 
do  about  it.    I  shall  send  you  application  for  orders. 

I  shall  send  you  other  applications  as  they  are  received. 

Give  my  thanks  to  Governor  Curley  for  his  interest,  and  let  me  know  how 
your  cold  is  doing. 

With  kind  regards, 
Sincerely  yours, 

F.   DUDLEIY  KOHLEB. 


Exhibit  No.  526 

[Western  Union] 

Nov.  27,  1941. 
James  Fuller, 

Vice  President,  Engineers  Group,  Inc., 

%  Glenwood  Range  Co.,  Taunton,  Mass.: 
Colonel  Martin  J.  Connely,  president,  Triton  Powder  &  TNT  Corporation,  Wil- 
mington, will  meet  with  you  and  Governor  Curley  Tuesday  or  Wednesday.    Get 
in  touch  with  Governor  Curley  regarding  the  matter  we  took  up  regarding  Major 
Hawkins  and  affiliates. 

M.  J.  Fitzgerald, 
Secretary,  Engineers  Group,  Inc. 


Exhibit  No.  527 

October  6,  1941. 
Mr.  Donald  W.  Smith, 

923  Munsey  Building,  Washington,  D.  C. 
D11A.R  Don  :  Regarding  your  memorandum  on  the  Pneumatic  Mail  Tube  System, 
I  have  forwarded  a  copy  to  the  Governor,  and  at  this  writing  he  feels  he  is  too 
busy  with  reelection  for  the  Mayorship  of  Boston  to  bring  new  life  to  the  old 
group  who  were  interested  in  this  project.  However,  the  Governor  states  that 
the  last  trip  he  made  on  Pneumatic  Mail  Tube  Systems  cost  him  $25,000  and  he 
would  not  be  interested  at  all  in  assuming  even  a  contingern  liability  in  revitaliz- 
ing the  deal.  Therefore,  I  am  returning  your  original  contract. 
Very  sincerely  yours, 

James  Fuxler, 
Executive  Vice  President,  Engineers'  Group,  Inc. 
JF :  eob. 


5366      INVESTIGATION    OF   THE    NATIONAL   DEFENSE    PROGRAM 

PiNBUMATIC  MAIL-TxJBE  SYSTEMS 

The  U.  S.  Post  Office  Department  is  now  leasing  pneumatic  mail-tvibe  systems 
for  the  transmission  of  mail  between  intracity  Post  Offices  in  New  York  and 
Boston  for  a  yearly  rental  of  approximately  $276,000.00.  There  are  other  sys- 
tems not  now  in  operation  owned  by  the  same  group  and  located  in  Philadelphia, 
Chicago,  and  St.  Louis.  The  Post  Office  Department  shares  with  the  owners  the 
maintenance  expense  of  the  systems  in  New  York  and  Boston  which  aggregates 
about  $.350,000.00  per  year. 

For  a  number  of  years,  endeavors  have  been  made  to  sell  all  of  the  systems 
to  the  Government.  In  1934-35  hearings  were  held  before  the  Committee  on  Post 
Offices  and  Post  Roads  of  the  no\ise  of  Representatives  on  Bills  (H.  R.  6,  H.  R. 
4450,  and  H.  R.  7400-— Committee  Report,  June  18,  1935)  to  permit  the  Post  Office 
Department  to  purchase  these  systems.  Con-'iress  passed  the  Special  Act  author- 
izing such  purchase.  Thus,  by  law,  the  Department  now  has  authority  to  nego- 
tiate for  the  purchase  of  the  entire  system  or  any  part  thereof.  I  understand  that 
no  effort  has  been  made  formally  during  the  present  regime,  i.  e.,  nn'der  the 
administration  of  Postmaster  General  Walker,  to  dispose  of  these  systems.  The 
endeavors  during  the  Farley  regime  were  wholly  unsuccessful  for  numerous 
reasons. 

I  was  approached  several  months  ago  by  persons  claiming  to  represent  a  group 
who  held  an  option  on  all  of  the  systems.  At  such  time  a  preliminary  investiga- 
tion was  made  of  the  matter  in  the  Department  and  I  am  thoroughly  familiar 
with  the  action  now  necessaiy  to  successfully  consummate  a  sale  of  these  systems. 
Concentrated  action  for  a  period  of  at  least  six  mouths  would  be  required,  thus 
necessitating  an  advance  to  cover  expenses  and  retainer  of  at  least  $85,000.00. 
Although  the  Department  has  rather  complete  records  available,  it  might  be  neces- 
sary to  have  available  up-to-date  independent  audits  and  inventory  i-eports,  which 
expense  would  have  to  be  borne  by  the  Companies.  The  whole  situation  must 
be  handled  without  fanfare  on  a  strictly  business  basis  and  the  asking  price  must 
be  right,  with  actual  rather  than  replacement  value  being  the  basis  used.  Obvi- 
ously, a  personal  discussion  with  the  principals  would  be  necessary  if  this  matter 
is  to  go  forward. 

Donald  Wakefield  Smith. 


Exhibit  No.  528 

1022  17th  St.  NW.,  Washington,  D.  C, 

June  SO,  1941. 
Mr.  C.  DeWitt  Coffman, 

The  Mayfloiver,  City. 

Deae  Mb.  Coffman  :  Please  permit  me  to  express  herewith,  once  again,  my  deep 
appreciation  of  the  courtesy  you  extended  me  yesterday,  by  making  available  the 
office  room  (260)  you  placed  at  my  disposal. 

Be  assured  that  your  courtesy  was  of  great  assistance  to  the  interests  of 
Curley  &  Fuller,  and  that,  for  it,  we  shall  not  soon  forget  this  unusual  gesture. 
Please  feel  free  to  call  upon  us  at  any  time  when  we  may  be  of  service  to  you. 
Appreciatively  yours, 

James  Fuller. 


Exhibit  No.  520 

1022  17th  St.  NW.,  Washington,  D.  C, 

June  SO,  19/,1. 
Mr.  James  Montfoet, 

The  Mayflower,  City. 
Dear  Me.  Montfoet  :  This  will  expre.ss,  again,  something  of  my  appreciation  for 
the  splendid  gesture  you  made,  yesterday,  to  Curley  &  Fuller,  in  placing  Room  260 
at  our  disposal.     I  should  like  you  to  know  that  this  courtesy  was  of  great  assist- 
ance during  an  emergency. 

Too,  I  cannot  but  feel  that  your  effort  in  our  behalf  was  most  sincere,  since  you 
so  generously  passed  the  word  along  to  Mr.  Coffman.  In  a  world  swept  by  most 
of  the  passions  and  self-centered  interests  of  Man,  the  treatment  you  accorded  my 
request  was  very  refreshing. 
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I  was  and  am  indeed  grateful  for  it,  and  trust  that  you  will  feel  free  to  call 
upon  us  whenever  we  may  be  of  assistance. 
Yours  most  sincerely, 

James  Fuller. 

Exhibit  No.  530 
Information  for  directory  listing 

Curley,  Jas.  M.,  Res.,  1022  17th  St.  NW. 

Initial  service,  equipment  and  rate  per  month 

Individual  unlimited,  res.  handset  combined $4.  20 

1  additional  listing .  25 

Total 4.45 

Information  for  additional  directory  listings 

*Curlev,  Jas.  M.,  ofc.  24  School  St.,  Boston,  Mass.  Toll  chg.  ask  opr.  for  La- 
Fayette  2076  (no  CI  hd). 

Miscellaneous  information 

Serv.  conn,  chg.,  $2.50  B. 
Tel.  number:  RE  3674. 

Loc. :  Front  apt.,  2nd  floor. 

Applioation  for  Telephone  Service 

Washington  Metropolitan  Exchange,  Washington  Zone 

The  undersigned  requests  The  Chesapeake  and  Potomac  Telephone  Company  to 
furnish  telephone  service  and  equipment,  as  above  specified  and  as  may  be  ordered 
from  time  to  time,  and  agrees  to  pay  all  toll,  local  message,  and  other  charges  in 
accordance  with  the  Company's  tariffs.  Applicant's  signature  to  this  application 
for  service  constitutes  verification  of  and  authority  for  initial  directory  listings. 

SUB.JECT  AT  ATL  TIMES  TO  LAWFUL  RATES  AND  REGULATIONS 

(Please  sign  here) 

Applicant. 

Application  taken  by :  M.  Bond.     Dated :  6-23,  1941. 
[Reverse  side  of  form  all  blank.] 


25  August,  1941. 
Miss  G.  M.  Mohon, 

C.  &  P.  Telephone  Co.,  Wasliinytov.  D.  C. 

Deae  Miss  Mohon  :  Enclosed  is  our  check  in  the  amount  of  $485.79,  to  be  applied 
as  follows : 

Republic  3674  (D.  Wendell  Phillips)  Final  Bill $78.54 

Republic  3674  (Engineers  Group,  Inc.)  July  27-August  6 61.  95 

Republic 3669  (Engineers  Group,  Inc.)  July  27-August  6 104.  78 

Republic 3669  (James  M.  Curley)  Corrected  Bill  to  Aug.  18 240.52 

$485.  79 

If  our  understanding  of  these  bills  is  not  correct,  and  there  is  any  duplication 
of  charges  on  any  two  or  more  of  the  attached  statements,  please  credit  any 
balance  due  us  to  Republic  3669,  listed  under  Engineers'  Group,  Inc.,  and  apply 
against  current  account. 

•Indent  under  HN-LSTG.     List  in  Wash.  Dir. 
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In  any  event,  we  should  appreciate  an  acknowledgement  of  this  letter  and 
enclosures. 

Yours  very  truly, 
,  Engineers'  Group,  Inc., 

James  Fuller, 

Executive  Vice-President. 
JF :  ehc 
Enc. 


July  28,  1941. 
Miss  G.  M.  Mohon, 

Ches.  &  Pot.  Tel.  Co..  Washington,  D.  C. 
Dear  Miss  Mohon  :  This  will  confirm  our  conversation  of  this  date  regarding 
listing  of  Telephones,  REpublic  3669,  and  REpublic  3674  in  the  name  of  Engineers' 
Group,  Inc.,  in  the  new  directory  soon  to  be  issued. 

This  will  confirm  also,  our  request  that  REpublic  3674,  listed  in  the  name  of  D. 
Wendell  Philips,  be  changed  to  Engineers'  Group,  Inc.,  listing  as  of  July  25.  1941. 
Attached  hereto  is  a  memorandum,  addressed  to  you,  listing  the  calls  which  it  is 
our  desire  you  change,  for  billing  purposes,  as  indicated  in  the  memorandum. 

Mr.  Marshall  J.  Fitzgerald,  Assistant  Secretary  of  the  Engineers'  Group,  Inc., 
has  been  authorized  to  sign  and  attest  the  contract  you  will  forward  us  upon 
receipt  of  this  communication,  per  our  conversation. 
Your  courtesy  and  cooperation  is  indeed  appreciated. 
Very  truly  yours, 

James  M.  Curi.ey,  President. 
Engineeks'  Group,  Inc., 
Per  Secretary. 
JMC/JS.rv.  

Exhibit  No.  531 

Ch.as.  C.  Schulman  Co., 
Washington,  D.  C,  July  24,  1941. 

Engineers  Group, 

1022  Seventeenth  St.  NW., 

Washington,  D.   C. 
(Att.  Mr.  Fuller) 
Dear  Sib:  This  letter  is  a  confirmation  of  the  statement  which  I  made  in 
your  office  July  24,  saying :  "No  one  has  received  any  share  of  my  personal  com- 
mission, nor  has  anyone  received  any  remuneration  from  my  firm,  whatsoever, 
for  having  accorded  the  privilege  of  furnishing  your  offices." 
Trusting  the  above  statement  is  satisfactory  to  you,  I  remain, 
Yours  very  truly, 


Charles  C.  Schulman  Co. 
S.  B.  Stern. 


SBS : vh 


statement 

Chas.  0.  Schulman  Company,  Inc. 

1528  K  Street  NW.,  Washington,  D.  C. 

J.   M.   CURLEY, 

1022  Seventeenth  St.  NW.,  Washington,  D.  G. 

8/1/41. 
A  To  Bills  Rendered $788.  05 
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ExuiBiT  No.  532 

The  Secretary  of  Commerce, 

Washington,  April  21,  1942. 
Hon.  Haery  S.  Teuman, 

Chairniun,  Special  Committee  to  Investif/afe  the  National  Defense  Program, 
United  States  Senate,  Washington,  D.  C. 
Dear  Senator  Truman  :  In  compliance  with  your  request,   I  am  enclosing 
a  statement  with  respect  to  the  contract  between  Defense  Plant  Corporation  and 
Basic  Magnesium,  Inc. 

The  statement  deals  both  with  the  report  of  your  subcommittee  and  Senator 
Bunker's  charges  on  the  floor  of  the  Senate. 

If  any  additional  information  Is  d(;sired,  we  shall  be  glad  to  supply  it. 
Sincerely  yours, 

Jesse  H.  Jones, 
Secretary  of  Commerce. 

Statement  of  Jesse  H.  Jones,  Secretary  of  Commerce,  With  REcARb  to  the 
Contract  Between  Defense  Plant  Corporation,  an  R.  F.  C.  Sxjbsidiary,  and 
Basic  Magnesium,  Inc.,  Dated  August  1,  1941 

,  Attention  has  been  given  to  the  report  of  the  Subcommittee  on  Light  Metals 
and  Aircraft  of  the  Special  Committee  Investigating  the  National  Defense  Pro- 
gram, which  criticizes,  among  other  things,  the  contract  above  referred  to.  The 
report  discloses  that  the  subcommittee  in  its  hearing  at  Las  Vegas,  Nev.,  was 
joined  by  Senator  Bunker  of  that  State,  who  requested  the  subcommittee  to  hold 
the  hearing. 

I,  of  course,  agree  with  that  part  of  the  subcommittee's  report  which  states 
that  Government  plants  should  be  built  as  economically  as  possible.  This  is  a 
Government  plant,  and  is  being  built  as  economically  as  possible.  The  criticism 
of  the  subcommittee  is  without  foundation. 

To  begin  with,  the  plant,  its  process,  its  capacity,  its  location,  its  builder,  and 
its  operator  were  recommended  by  the  War  Department  and  the  O.  P.  M. 

Quoting  from  a  report  of  the  War  Department  at  the  time  the  project  was 
initiated : 

«*  *  *  "VYe  are  definitely  assured  that  Basic  Refractories  will  receive  nec- 
essary assistance  from  the  British  technicians  of  Magnesium  Elektron,  Ltd.,  as 
well  as  all  designs,  plans,  drawings,  specifications,  and  processes  applying  to  their 
proposed  method  of  magnesium. production,  purification,  and  alloying.     *     *     * 

«'*  *  *  Our  experimental  engineering  section  *  *  *  is  assured  of  the 
soundness  of  the  plans  *  *  *  and  has  approved  the  proposed  installations  to 
be  required  for  their  several  plants.     *     *     * 

li*  *  *  Basic  Refractories  has  proceeded  with  the  setting  up  of  data  for 
their  present  project  of  33,600.000  pounds  and  for  their  proposed  project  of 
112,000,000  pounds  with  a  speed,  accuracy,  and  completeness  of  detail  which  are 
outstanding  in  industries  which  we  have  thus  far  dealt  with     *     *     *." 

1.  The  subcommittee  charges  that  D.  P.  C.  (Defense  Plant  Corporation)  is 
paying  "tremendous  fees  for  know-how." 

The  plant  and  necessary  appurtenances  will  cost  approximately  $73,500,000 
and  will  have  an  estimated  annual  capacity  of  112,000,000  pounds  of  metallic 
magnesium.  The  fees  to  be  paid  to  the  10  contracting  and  engineering  firms 
(list  attached),  Including  $300,000  to  B.  M.  I.  for  its  technical  designs,  super- 
vision, engineering,  and  "know-how"  aggregate  less  than  2  percent  of  the  total 
cost  of  the  plant. 

The  services  of  all  these  contractors  relate  not  only  to  the  magnesium  plant, 
but  also  to  the  chlorine  plant  and  the  water,  power,  and  temporary  housing 
facilities.  These  fees  would  be  low  even  for  an  ordinary  manufacturing  plant, 
but  this  plant  is  designed  to  produce  magnesium  on  a  scale  and  by  a  process 
never  before  attempted  in  this  country. 

It  is  my  understanding  that  the  Departments  of  War  and  Navy  and  the  Mari- 
time Commission  are  authorized  to  negotiate  contracts  that  carry  higher  fees, 
being  permited  under  present  statutes  and  Executive  orders  to  pay  up  to  6  and 
sometimes  7  percent  on  contracts. 

2.  The  subcommittee  charges  that  B.  M.  I.  is  to  receive  an  operating  fee  which 
at  "maximum  operation  will  equal  $560,000  a  year  over  a  possible  period  of  30 
years." 
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The  fee  to  be  paid  is  one-half  cent  a  pound  of  magnesium  actually  produced^ 
which  at  present  prices  is  only  2  percent  of  the  estimated  cost.  Again,  this  is  a 
low  fee.  Nor  will  the  fee  continue  over  a  possible  period  of  30  years  as  the  com- 
mittee states.  The  operating  contract  is  for  10  years,  but  may  be  terminated  by 
D.  P.  C.  without  any  penalty  after  3  years  of  operation.  Furthermore,  the 
quantity  of  magnesium  to  be  produced  in  any  year  is  subject  to  the  direction  of 
D.  P.  C,  which  controls  the  amount  of  fees  for  which  D.  P.  C.  would  be  liable. 

It  should  be  remembered  that  B.  M.  I.  is  composed  of  two  groups,  first,  the 
American  group,  owner  of  magnesite  ores  with  long  experience  in  their  processing 
in  other  products,  and,  second,  the  English  group  which  has  the  "know-how," 
the  expert  knowledge  and  experience  in  the  magnesium  process,  to  be  used  in  this 
plant  for  the  first  time  in  this  country. 

3.  The  subcommittee  charges  that  "miserable  progress"  has  been  made  and 
that  the  metal-producing  units  are  only  9  percent  complete. 

The  plant  is  being  constructed  in  a  way  to  begin  producing  magnesium  at  the 
earliest  possible  moment.  At  the  time  the  contract  was  executed,  it  was  esti- 
mated that  the  plant  would  begin  producing  by  June  1942.  D.  P.  G.  engineers 
were  not  satisfied  with  the  progress  of  the  job.  and  in  January  we  requested  the 
-War  Department,  which  had  initially  recommended  the  contractor,  to  have  one 
of  its  principal  construction  engineers  investigate  the  project.  Based  on  this 
investigation,  steps  were  taken  immediately  to  expedite  the  work. 

Lt.  Gen.  William  S.  Knudsen  personally  inspected  the  plant  Sunday,  April  12, 
and  has  advised  me  that  the  preparation  plant  is  60  percent  finished,  the  settling 
basin  60  percent  complete,  and  the  first  reduction  unit  40  percent  complete ;  that 
6,800  men  are  engaged  in  the  construction  work,  living  in  pup  tents,  shacks, 
and  trailers,  in  a  tremendous  effort  to  get  the  job  done. 

Despite  complex  processes,  despite  difficulties  of  adjusting  the  process  to  a 
completely  different  locale,  and  despite  the  familiar  problem  of  delayed  de- 
liveries, the  construction  work  has  now  reached  the  point  where  it  is  estimated 
that  the  chlorine  plant  will  begin  operations  June  20,  and  that  the  plant  will 
begin  producing  magnesium  by  August  1942. 

Building  a  plant  of  the  magnitude  and  with  the  technical  requirements  of  this 
cne  in  a  sparsely  settled  country  far  removed  from  any  large  centers  from  which 
labor  can  be  drawn  is  no  small  undertaking,  and,  all  things  considered,  it  cannot 
be  properly  charged  that  any  unnatural  delay  has  been  occasioned. 

4.  The  subcommittee  charges  that  D.  P.  C.  should  not  have  proceeded  with 
construction  until  an  agreement  had  been 

one-fourth  cent  a  pound  of  magnesium.  D.  P.  C.  may  cancel  the  ore  contract 
if  the  ore  does  not  prove  satisfactory  in  either  quantity  or  quality.  Not  only  is 
this  a  low  royalty,  but  we  are  advised  that  it  is  6ne  of  the  lowest  royalties  ever 
paid  for  comparable  mineral  ore  in  the  State  of  Nevada. 

6.  The  subcommittee  charges  that  if  D.  P.  C.  should  cancel  B.  M.  I.'s  contract 
because  of  poor  performance,  or  for  any  other  reason,  D.  P.  C.  would  have, to  pay 
B.  M.  I.  $1,000,000,  that  royalties  payable  to  B.  M.  I.  would  be  doubled,  and  that 
These  provisions  place  a  premiiim  on  "mismanagement  and  incompetency." 

This  is  not  an  accurate  statement.  If  the  contract  is  canceled  through  fault 
of  B.  M.  I.,  no  payment  at  all  is  to  be  made  to  it.  The  contract  may  be  can- 
celed after  3  years  even  without  fault  of  B.  M.  I.  In  such  event  and  the  sale  of 
the  plant  within  10  years  after  the  beginning  of  operations,  D.  P.  C.  has  agreed 
to  pay  B.  M.  I.  .$1,000,000  as  reimbursement  for  its  technical  designs  and  knowl- 
edge utilized  both  in  construction  and  operation.  Subsequent  to  cancelation,  the 
plant  can  be  operated  by  or  for  the  account  of  the  Government  or  leased  to 
others  without  paying  B.  M.  I.  any  part  of  the  $1,000,000.  Even  if  the  GoAern- 
ment  should  decide  to  sell  the  plant  to  others  during  the  10-year  period  and  the 
$1,000,000  is  paid  to  B.  M.  I.,  the  total  payments  on  account  of  all  fees  in  connec- 
tion with  the  construction  of  the  plant  would  be  less  than  3^^  percent. 

As  to  royalties,  they  will  not  be  increased  at  all  as  long  as  the  plant  is  operated 

by  or  for  the  Government,  either  by  B.  M.  I.  or  by  others. 

******* 

Relying  upon  the  hearings  and  the  leport  of  the  subcommittee.  Senator  Bunker 
on  the  floor  of  the  Senate  made  the  very  serious  charge  of  malfeasance  against 
ofiicials  of  D.  P.  C.  These  charges  are  completely  refuted  by  the  facts,  are  false 
and  misleading,  and  are,  as  I  have  publicly  stated,  unworthy  of  a  United  States 
Senator. 

Many  of  the  charges  made  by  Senator  Bunker  have  already  been  answered 
in  this  statement,  and  additional  charges  will  now  be  considered. 
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(a)  Senator  Bunker  charges  that  D.  P.  C.  is  now  repaying  Basic  Refractories 
the  sum  of  $211,000  "expended  in  the  promotion  of  tliis  enterprise  and  the 
negotiation  of  the  contract." 

This  is  not  correct.  Defense  Plant  Corporation  has  a  fixed  policy  of  never 
reimbusing  an  operator  or  lessee  for  expenses  incurred  in  the  promotion  of 
his  enterprise  .or  in  negotiating  and  obtaining  a  contract  with  Defense  Plant 
Corporation. 

(b)  Senator  Bunker  charges,  with  regard  to  peat  moss  necessary  in  the  manu- 
facture of  magnesium,  that  D.  P.  C.  is  paying  "a  group  of  Canadian  and  American 
distributors  an  $84,000-a-year  bonus  for  the  release  of  their  available  stock  to 
Basic  Magnesium,  Inc.  Thus  the  Government  is  paying  distributors  for  peat  moss 
which  they  no  longer  have  to  distribute." 

The  payment  to  distributors  to  which  the  Senator  refers  for  releasing  their 
contracts  will  amount  to  approximately  $25,000  in  connection  with  the  1941-42 
crop,  and  no  payment  is  to  be  made  in  any  subsequent  year. 

The  1941^2  crop  of  peat  was  under  contract  between  the  producers  and  dis- 
tributors at  $1.39  per  bale  when  it  was  determined  that  B.  M.  I.  would  require 
the  entire  crop.  It  was  agreed  that  the  Canadian  producers  would  receive  $1.30 
per  bale  and  that  the  distributors  would  receive  7%  cents  per  bale  in  considera- 
tion of  the  release  of  all  their  interests  in  the  contracts  and  in  reimbursement  for 
a  portion  of  the  expenditures  incurred  in  connection  with  the  crop.  Thus  the 
total  price  of  the  peat  to  the  Government  will  be  less  than  the  original  price 
negotiated  between  the  producers  and  distributors. 

(c)  Senator  Bunker  charges  that  D.  P.  C.  is  paying  traveling  expenses  and 
salaries  of  45  oflScials  of  B.  M.  I.  now  in  England  studying  the  magnesiima  process, 
and  at  the  same  time  paying  the  salaries  of  English  technicians  "who  are  in 
America  promoting  the  interests  of  their  company." 

The  English  technicians  are  the  men  responsible  for  the  engineering  and  design- 
ing of  the  plant  and  are  indispensable  to  its  completion.  Twenty-six  representa- 
tives of  B.  M.  I.  are  now  in  England  studying  the  process,  and  it  is  hoped  it  will 
soon  be  possible  to  send  more.  D.  P.  C.  would  be  derelict  in  its  duty  of  preparing 
for  successful  operation  of  the  plant  if  it  did  not  arrange  for  training  an  adequate 
operating  force,  and  such  training  can  only  be  had  in  England. 

(d)  Senator  Bunker  charges  that  D.  P.  C.  agreed  "to  pay  a  firm  of  architects 
$28,000  for  the  privilege  of  using  plans  for  800  demountable  houses  at  the  Las 
Vegas  plant- — plans  which  had  previously  been  used  on  another  Government 
project.     Thus  the  Government  bought  the  same  plans  twice." 

The  truth  is  that  D.  P.  C.  has  agreed  with  Lescher  &  Mahoney,  a  firm  of 
architects  at  Phoenix,  Ariz.,  on  a  fee  of  $25  a  house  for  the  plans  and  the  super- 
vision of  construction.  In  addition  they  are  to  receive  a  fee  of  $8,000  for  engi- 
neering, surveying  sites,  planning  waterworks,  sewerage  installations,  and  super- 
vising the  utility  installations  in  connection  with  a  large  trailer  camp. 

The  total  cost  of  this  construction  will  be  approximately  $3,500,000,  and  cus- 
tomary architectural-engineering  fees  for  the  services  here  rendered  would  have 
been  5  percent,  or  many  times  the  fees  which  will  be  paid  under  the  agreement. 
The  architects  were  chosen  because  of  their  special  knowledge  in  the  demountable- 
housing  field  and  because  of  their  successful  experience  in  such  housing  in  the 
West. 

(e)  Senator  Bunker  charges  that  "the  product  of  the  plant  is  not  to  be  furnished 
the  Government  at  cost,"  but  is  to  be  sold  "at  a  reasonable  price  designed  to  yield 
a  fair  margin  of  profit." 

The  product  of  the  plant  is  owned  by  the  Government  and  any  profit  upon  its 
sale  belongs  to  the  Government. 

(f)  Senator  Bunker  charges  that  B.  IM.  I.  stands  to  make  a  profit  in  1  year  of 
$2,140,000. 

While  entirely  incorrect,  he  apparently  obtains  this  amazing  figure  by  lumping 
together  such  unrelated  items,  already  discussed  in  this  statement,  as  the 
$300,000  "knov^^how"  and  supervisory  fee  to  B.  M.  I.  for  the  design  and  con- 
struction of  the  plant,  the  $1,000,000  that  would  be  paid  B.  M.  I.  in  the  remote 
contingency  of  the  sale  of  the  plant  to  private  interests  (other  than  B.  M.  I.) 
witliin  10  years  after  it  begins  operations,  $560,000  representing  the  maximum 
annual  operating  fee,  and  $280,000  representing  the  maximum  annual  ore  royal- 
ties. These  payments  could  not  possibly  all  accrue  in  any  one  year.  It  is 
extremely  unlikely  that  all  these  payments  will  ever  be  made.  In  no  event  would 
these  payments  be  all  profit. 
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(g)  Senator  Bunker  charges  that  B.  M.  I.  has  "a  carte  blanche  agreement  to 
act  for  and  in  behalf  of  the  Defense  Plant  Corporation  to  establish  the  matter  of 
policy,  subject  to  the  'review'  of  the  Defense  Plant  Corporation." 

No  contracts  are  entered  into  by  B.  M.  I.  in  constructing  the  plant,  and  no  com- 
mitments for  materials  and  equipment  are  made  without  the  approval  of  an  engi- 
neering representative  of  D.  P.  C.  stationed  at  the  construction  site,  nor  are  any 
disbursements  made  without  the  further  approval  of  such  engineer,  and  of  D.  P.  G. 
auditors  stationed  on  the  job. 

(h)  Senator  Bunker  charges  that  "there  is  no  obligation  on  the  part  of  Basic 
Magnesium,  Inc.,  to  repay  any  of  the  money  paid  out  by  the  Defense  Plant 
Corporation.  There  is  absolutely  no  collateral  securing  the  sums  advanced  by 
Defense  Plant  Corporation." 

It  should  be  immediately  apparent,  upon  the  most  casual  reading  of  the  con- 
tract, to  anyone  even  remotely  interested  in  ascertaining  the  true  facts,  that  the 
situation  is  not  one  involving  a  loan  and  that  there  is  no  question  of  collateral 
and  of  the  'extension  of  credit  on  a  sound  business  basis.'  D.  P.  C.  owns  the  plant 
and  will,  of  course,  own  all  its  products.  All  employees  of  B.  M.  I.  handling 
D.  P.  C.  funds  are  under  bond. 

******* 

We  do  not  object  to  honest  or  fair  criticism,  but  unwarranted  charges  tend  to 
discredit  honest  officials  and  destroy  confidence  in  our  Government  at  the  most 
crucial  period  of  its  existence. 


Defense   Plant   Corporation,   Fees,   constructions: 

{fees) 


Re   Basic  Magnesium,   Inc. 


Company 

Nature  of  work 

Location  of  work 
(all  in  Nevada) 

Estimate 

Fee 

Construction 

Oabbs 

Las  Vegas,  Oabbs . , . 

Lake  Mead  to  Las 
Vegas. 

$2, 804,  624.  00 
4,487,500.76 
3,254.115.07 
6,079,832.00 

2.  675,  P24.  00 
945,  798,  00 

7,  287,  918.  00 

34,  700, 000.  00 

$76, 488. 00 

(Co.  (contractor). 

Fritz   Ziebarth    (con- 
tractor) . 

Eneineers'  Limited  (con- 

Power lines,  phone  installa- 
tions. 
Water  installations 

117,  507.  8$ 
87,440.05 

tractor)  . 
J.  M.  Montgomery  &  Co. 
(architect-engineer) . 

Southwestern   Engineer- 
ing (architect;engineer). 

Architectural  and  engineer- 
ing, construction  on  water 
supply  and  power  lines. 

Architectural  and  engineer- 
ing on  construction. 

Architectural  and  engineer- 
ing,  construction   tunnel 
kilns. 

Architectural  and  engineer- 
ing, construction  chlorine 
plant. 

Construction 

51,478.99 

Oabbs.. 

Midway 

30, 472. 00 
50,041.49 

(engineer-contractor) . 

H.     K.     Ferguson    Co. 
(architect-engineer) . 

McNeil  Construction  Co. 

I^as  Vegas 

...  do 

59, 082.  00 
500, 000. 00 

(contractor) . 
Coverdale     &     Colpitts 
(architect-engineer) . 

Supervision  of  construction 

and  engineering. 
1,000  houses  utility  layout... 

Oabbs,  Las  Vegas 

100, 000. 00 

Midway 

3,  500,  000.  00 

25, 000. 00 

8,  000. 00 

Subtotal 

1,105,510.36 

300. 000. 00 

Total                

1, 405, 510. 36 

The  aggregate  of  all  fees  for  construction  run  slightly  less  than  2  percent  of  the 
contracts  involved.  The  contracts  for  each  of  the  contracting  and  engineering 
firms  were  specifically  approved  by  Defense  Plant  Corporation  as  to  nature  of 
work,  amount  of  contract,  and  fee  involved. 


"Exhibit  No.  533"  introduced  on  p.  5179,  is  on  file  with  the  committee. 


"Exhibit  No.  534",  introduced  on  p.  5179,  is  on  file  with  the  committee. 
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Exhibit  No.  535 

Comparison  of  liousing  requirements  for  peak  employment  of  100,000  and  60,000, 
respectively,  in  Willotv  Run  area 

A.    WORKERS  REQUIRING  HOUSING  IN  WILLOW  RUN  AREA 


Peak  of 
100, 000  ' 


Peak  of 
60, 000 » 


(1)  Anticipated  Peak  Employment 

(2)  Present  Employment 

(3)  Anticipated  Additional  Employment __ 

(4)  Portion  of  Additional  Employment  to  Commute  from  Detroit 

(5)  Workers  Requiring  Housing  in  Willow  Run  Area _.. 


100, 000 
3  20, 000 

80, 000 
*  29, 600 

50, 400 


60, 000 
9  20, 000 

40, 000 
*  14, 800 

25, 200 


B.    TYPES  OF  HOUSING  REQUIRED  » 


[Number 


Peak  of  100,000 

(1)  Single  Workers  Require  15,120  dormi- 

tories or  rooms 

(2)  Workers  in  8,400  two-person    families 

require  8,400  dormitory  apartments.  __ 

(3)  Workers  in  18, 144  larger  families  require 

18,144  family  dwelling  units 


15,120 
12, 600 
22, 680 


50,400 


Peak  0/60,000 

Single  Workers  Require  7,560  dormitories 
or  rooms 

Workers  in  4,200  two-person  families  re- 
quire 4,200  dormitory  apartments 

Workers  in  9,072  larger  families  require 
9,072  family  dwelling  units 


Number 


7,560 
6,300 
11, 340 


25,200 


C.    METHOD  OF  MEETING 

HOUSING  REQUIREMENTS 

Dorms. 

Peak  of  100,000 

Dorms. 

Peak  of  60, 000 

Dorm. 
Apts. 

Fam. 
Dwel. 
Units 

Dorm. 
Apts. 

Fam. 
Dwel. 
Units 

Total  Need-.. 

15, 120 
4,500 
10,  620 

8,400 
1,800 
6,600 

18, 144 

0 

18, 144 

7,560 
4,500 
3,060 
3,000 
0 

4,200 

1,800 

2,400 

>  1,000 

0 

9,072 
0 

Use  of  Existing  Dwellings  "     

Additional  Requirements 

9  072 

Units  Programmed  (Public) ' 

4,500 

Units  Programmed  ^ 

4,500 

'  (Private)  U.  S.  Employment  Service  for  Michigan,  February  26,  1942,  basis  for  Locality  Program 
Report  No.  4,  Approved  April  24,  1942. 

2  Figure  presented  in  writing  by  WPB  on  May  9,  1942,  substantiated  further  in  discussions  with  Ford 
officials  as  late  as  July  7,  1942. 

3  It  is  assumed  for  the  purpose  of  programming  that  all  of  the  20, 000  workers  now  employed  in  the  area 
are  housed  satisfactorily. 

*  This  figure  represents  37  percent  of  the  anticipated  employment.  Up  to  the  present,  about  37  percent 
of  those  employed  in  the  Willow  Run  area  are  commuting  from  Detroit,  and  it  is  unreasonable  to  assume 
that  a  larger  percentage  will  so  commute  as  commuting  facilities  and  housing  accommodations  in  Detroit 
become  increasingly  strained. 

*  It  is  estimated  that  30  percent  of  the  workers  will  be  single  or  without  their  families,  that  25  percent  of 
the  workers  will  be  members  of  2-person  families,  and  that  45  percent  of  the  workers  will  be  members  of 
larger  families.  This  distribution  among  various  family  sizes  is  based  upon  current  estimates  being  fur- 
nished to  NHA  in  discussions  with  the  War  Manpower  Commission.  Each  2-person  family  is  estimated 
to  furnish  VA  workers,  and  each  larger  family  1}4  workers. 

6  There  are  about  18,000  existing  occupied  "structures  within  a  10-mile  radius  of  the  Bomber  Plant.  It 
is  calculated  that  1  out  of  4  of  these  structures  will  be  able  to  take  in  a  single  war  worker,  and  that  1 
out  of  10  of  them  will  be  able  to  take  in  a  2-p;'rson  family.  This  is  the  basis  of  the  estimate  that  4,  500 
single  rooms  and  1, 800  apartments  for  couples  in  existing  dwellings  can  be  made  available  by  rigorous  utiliza- 
tion policies. 

'  Applying  the  same  methods  of  programming  to  a  peak  employment  of  100,000  that  are  now  being 
applied  to  a  peak  employment  of  60,000,  would  lead  to  a  result  of  10,000  dormitories,  3,000  dormitory  apart- 
ments, 13,000  family  dwelling  units  (public)  and  5,000  family  dwelling  units  (private).  The  old  program 
as  of  April  24,  applying  less  stringent  methods,  contemplated,  on  the  basis  of  a  peak  employment  of  100,000, 
about  10,000  dormitories,  8,000  dormitory  apartments,  16,000  family  dwelling  units  (public)  and  5,000  family 
dwelling  units  (private). 

*  The  units  programmed  fall  far  below  the  additional  requirements,  it  being  deemed  imperative  to  get 
substantial  portions  of  the  program  under  way  at  once,  with  a  clear  reservation  that  in  all  probabilityjt 
will  need  to  be  expanded  later  on. 
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Exhibit  No.  536 

Comparative  critical  material  weight   analyncs   for  various   types   of   housing 

facilities 

[Weight  of  critical  material  in  lbs.  per  D.  U.] 


Type 


Type  A:  Prewar  Permanent  Housing.. 
Type  B:  Permanent  or  Demountable 

War-Type     Housing     Proposed     in 

Detroit  Area. 
Type  C:  Temporary  War  Housing — 

Row  Houses. 


Type  D:  Dormitory  Apartment. 
Type  E:  Dormitory 


For  Dwelling  Units  and  Site  Improvements  ' 


9712. 

2478.4  or  25.6%  of  type  "A"  housing. 


2235.8  or  23%  of  type  "A"  housing  or 

approximately    90%    of    type     "B" 

housing. 
1488  or  15.3%  of  type  "A"  housing  or 

60.5%  of  type  "B"  housing, 
373  or  3.8%  of  tvpe   "A"  housing  or 

15.2%,  of  type  "B"  housing. 


>  The  figures  in  this  column  do  not  include  critical  materials  for  off-site  laterals.    If  these  are 
ed  the  totals  would  be  as  follows:  10371  lbs.  per  d.  u.  for  type  "A"  housing;  3018  lbs.  per  d.  u.  for  tyj 


includ- 
type  "B" 
housing  (or  92.5%  of  type  "A"  housing);  2975  lbs.  per  d.'  ii.  for  type  "C"  housing  (or  27%  of  type  "A" 
housing  or  92.5%  of  type  "B"  housing);  1606  lbs.  per  d.  u.  for  type  "D"  housing  (or  15.5%of  type  "A"  hous- 
ing or  53.2%  of,  type  "B"  housing),  and  424  lbs.  per  d.  u.  for  type  "E"  housing  (or  4.1%  of  type  "A" 
housing  or  14%  of  type  "B"  housing). 
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"Exhibit  No.  537"  appears  in  text  on  p.  5254 


Exhibit  538 

Statement   on   Analysis   op  W.    P.    A.    Survey   of  Vacant   Lots    in   Detroit 
Me:tbopolitan   Area   Improved  With    Sewer  and  Water   Services 

During  public  discussions  of  this  public  housing  program,  statements  have 
been  made  over  and  over  again  that  there  were  adequate  facilities  in  the  com- 
munities within  a  20-mile  radius  of  the  Bomber  Plant  and  that  all  new  housing 
should  be  located  in  these  communities  I'ather  than  in  any  large  concentrated 
developments.  At  the  beginning  of  the  studies  for  this  program,  it  was  recog- 
nized that  this  contention  was  definitely  worthy  of  investigation  and  a  W.  P.  A. 
survey  was  made  of  Public  Works  and  Services  within  the  Metropolitan  Area 
of  Detroit.  The  Metropolitan  Area  was  divided  into  seven  subareas  and  the  data 
was  reported  for  each  of  these  subareas  individually,  as  well  as  for  the  entire 
Metropolitan  Area.  Two  subareas  reported  on  as  Ai-ea  No.  2  and  Ar«^a  No.  3, 
covere.d  with  minor  exceptions  all  of  the  Metropolitan  Area  which  lay  within  the 
20-mile  radius.  The  other  areas  were  not  only  too  far  from  the  Plant  to  be 
considered  within  commuting  distance,  but  they  were  also  removed  from  possible 
railroad  connections,  and,  therefore,  were  considered  outside  the  scope  of  this 
program. 

Area  No.  2  comprised  a  belt  12  miles  wide  north  and  south  and  about  30  miles 
long  east  and  west,  immediately  west  of  Detroit  and  extending  to  and  including 
Ann  Arbor.  The  total  number  of  vacant  lots  reported  with  water  and  sewer 
installed  was  17,000.  Of  these  17,000.  6,800  were  located  in  Dearborn  City,  2,250 
in  Dearborn  Township,  1,893  in  Garden  City,  1,1C0  in  Inkster,  2,600  in  Wayne, 
500  in  Ypsilanti,  and  1,380  in  Ann  Arbor.  Not  all  of  these  lots  could  be  con- 
sidered properly  located  for  housing  development  of  any  kind ;  many  were  within 
or  in  close  proximity  to  neighborhoods  where  Lanham  Act  housing  would  be  con- 
sidered undesirable ;  except  for  Dearborn  City,  Ypsilanti,  and  Ann  Arbor,  new 
trunk  water  and  sewer  main  construction  would  be  necessary  to  make  the  im- 
provements serviceable ;  furthermore,  there  was  no  assurance  that  many  sewers, 
installed  15  years  previously  and  unused  since  that  time,  would  be  in  good  repair 
and  usable.  The  conclusion  reached  after  analysis  of  these  facts  and  a  survey 
■of  the  areas  themselves  was  that  all  desirable  lots  in  Dearborn  and  Ann  Arbor 
would  be  used  by  private  builders  who  were  at  that  time  carrying  on  a  very 
active  construction  program.  The  improved  vacant  lots  in  Inkster,  Wayne, 
Garden  City,  and  Ypsilanti  were  no  more  than  adequate  to  serve  the  private 
construction  programmed  for  the  area  west  of  Dearborn. 

Area  No.  3  included  communities  in  the  eastern  portion  of  Wayne  Covmty  ex- 
tending from  the  Detroit  City  limits  to  the  southerly  boundary  of  the  County. 
The  total  number  of  vacant  subdivided  lots  with  sewers  and  water  mains  to  the 
property  totaled  54,800.  However,  a  large  portion  of  the  areas  with  large  numbers 
of  subdivided  lots  were  beyond  the  20-mile  distance  from  the  Plant  considered 
maximum  for  commuting  distance.  In  addition,  a  substantial  number  were  not 
well  located  for  Lanham  Act  housing  but  were  in  immediate  proximity  to  indus- 
trial plants,  railroad  yards,  and  other  adverse  influences  or  were  within  the 
neighborhoods  already  partially  developed  with  a  substantially  higher  type  of 
housing.  This  analysis  left  the  western  portion  of  Lincoln  Park,  portions  of 
Allen  Park,  and  of  Ecorse  Township  as  worthy  of  further  consideration.  These 
areas  were  carefully  investigated  in  the  field,  and  conferences  were  held  with 
representatives  of  the  Detroit  Water  Board  and  the  Wayne  County  Road  Com- 
mission to  determine  the  usability  of  the  existing  water  and  sewer  services.  The 
result  was  that  although  these  areas  were  proper  for  new  construction  and  were 
in  general  satisfactorily  served  with  trunk  sewers,  there  was  a  definite  lack  of 
basic  water  supply  due  to  inadequate  trunk  mains  extending  south  from  Detroit. 
There  was  considerable  private  building  activity,  and  it  was  the  opinion  of  the 
Water  Board  officials  that  this  private  building,  together  with  that  to  be  antici- 
pated within  the  subsequent  18  months,  would  over-tax  water  service  to  a  point 
where  low  pressure  might  leave  built-up  areas  without  adequate  service. 

An  additional  consideration  was  the  fact  that  these  areas  were  immediately 
tributary  to  the  Ford  River  Rouge  Plant  and  its  attendant  new  war  industries. 
Employment  estimates  had  assumed  that  a  large  number  of  employees  at  the 
Willow  Run  Plant  would  come  from  the  River  Rouge  Plant,  but  at  the  same  time 
it  was  estimated  that  the  River  Rouge  employment  would  equal,  if  not  exceed, 
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peak  peacetime  levels.  Because  of  this,  it  appeared  that  all  available  and  service- 
able utilities  in  the  Allen  Park,  Lincoln  Park,  and  the  Ecorse  Township  area  could 
be  used  for  private  enterprise  construction  to  serve  the  Willow  Run  Bomber  Plant 
or  River  Rouge  and  attendant  plants. 

After  this  analysis  of  the  survey  had  been  made,  conferences  were  held  with 
FHA  oflBcials  and  representatives  of  the  National  Resources  Planning  Board,  the 
Federal  Works  Agency,  and  local  agencies  particularly  concerned.  The  general 
agreement  was  that  the  new  public  utility  construction  necessary  for  this  area 
should  be  concentrated  in  supplying  the  territory  along  the  Michigan  Central 
Railroad  and  some  area  for  large  development  near  the  Bomber  Plant,  thereby 
providing  service  to  a  number  of  areas  for  private  development ;  those  areas 
already  adequately  served  with  utilities  would  be  left  for  the  balance  of  private 
construction.  Public  housing  construction  by  FPHA  in  general  assumed  the 
burden  of  developing  new  sites,  since  public  funds  would  be  necessary  for  new 
construction  in  any  case  and  new  services  within  a  FPHA  development  would  be 
used  to  the  utmost  capacity  and  could  be  designed  to  serve  specific  uses,  rather 
than  being  constructed  prior  to  developments  which  would  be  uncertain  in  extent 
and  also  uncertain  as  to  possible  execution. 

In  addition  to  the  communities  described  above,  there  were  reports  on  small 
villages,  such  as  Romulus,  Belleville.  Riverview,  Rockwood,  Flat  Rock,  etc.  Most 
of  these  villages  were  a  considerable  distance  from  the  Plant,  but,  in  addition,  in 
practically  every  case  there  were  inadequate  utilities  and  community  services 
to  take  care  of  any  substantial  increase  in  population.  Not  more  than  100  or  200 
public  housing  units  could  be  located  in  such  villages.  Such  an  approach  to  the 
problem  would  result  in  wide  dispersion  of  small  developments  uneconomical  to 
manage  and  operate,  and  the  total  housing  provided  would  be  only  a  small  fraction 
of  the  need. 

Of  almost  equal  significance  with  utilities  is  the  problem  of  supplying  com- 
munity services  to  the  large  population  involved  in  a  program  of  this  scale.  Again 
wide  dispersion  of  the  housing  would  be  the  most  uneconomical  approach.  Much 
more  service  for  the  expense  involved,  and  the  materials  and  labor  used,  could  be 
gained  by  concentrating  developments  and  then  providing  just  sufficient  services 
to  permit  adequate  living  during  the  war  period.  SVhools,  for  example,  were 
crowded  in  all  areas  tributary  to  the  Bomber  Plant.  New  school  construction  for 
the  new  families  would  be  far  more  economical  if  concentrated  in  a  few  large 
schools  where  equipment  and  teaching  facilities  could  be  utilized  to  the  utmost, 
and  a  much  higher  standard  of  education  could  be  made  available  to  the  pupils. 
Also,  a  widespread  network  of  bus  lines  with  a  limited  patronage  from  small 
developments  would  be  far  more  wasteful  of  rubber  than  a  few  large  develop- 
ments very  near  the  Boniber  Plant  from  which  buses  would  always  be  filled  and 
bus  miles  reduced  to  a  minimum. 

To  sum  up,  the  WPA  survey  was  an  extremely  valuable  instrument  in  the 
organization  of  the  total  housing  program,  both  public  and  private,  but,  in  using 
it  as  a  basis  for  planning,  qualitative  factors  were  as  important  as  quantitative 
data.  It  was  necessary  to  interpret  all  data  in  its  relation  to  the  other  factors 
involved  in  the  housing  program.  The  charge  that  this  survey  was  disregarded 
in  the  organization  of  the  program  cannot  be  substantiated  simply  because  many 
lots  reported  improved  with  sewer  and  water  were  not  utilized.  It  has  long  been 
recognized  in  the  Detroit  Area  that  previous  excesses  in  land  subdivision  left 
vacant  lots  with  improvements  in  locations  which  should  never  be  developed  with 
housing  and  which  would,  if  developed,  become  major  problems  of  the  community 
at  large.  Those  engaged  in  the  planning  and  organization  of  this  particular 
program  would  have  been  derelict  in  their  duty  if  they  had  failed  to  interpret  the 
survey  data  and  to  use  it  just  insofar  as  it  applied  to  the  particular  problem  and 
in  a  manner  which  would  leave  the  local  governments  with  a  minimum  of  problems 
for  post-war  years. 


Exhibit  No.  53!) 

July  17,  1942. 
Mr.  Mauhy  Maveeick, 

Chief,  Bureau  of  Governmental  Requirements. 

War  Production  Board,  Washington,  D.  C. 
Dear  Mr.  Maverick  :  The  estimated  quantities  of  materials  required  for  the 
construction  of  a  supply  watermain   (Docket  Mich-20073)  from  Wayne,  Michi- 
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gan,  to  a  point  East  of  Ypsilanti,  IVIichigan,  inclmling  the  undergrouiicl  reser- 
voir, booster  pumps,  valves,  and  appurtenances  based  on  the  reduced  housing 
program  (as  outlined  by  Mr.  William  K.  Divers,  National  Housing  Administra- 
tion, on  July  15,  1942)  are  as  follows: 

50,000  Liu.  ft.  of  30"  water  pipe. 

Three  4  M.  G.  D.  service  pumps — 300'  head. 

One  1,500,000  gal.  reservoir. 

If  cast-iron  pipe  is  available,  the  weights  of  the  necessary  materials  are  as 
follows : 

50,000  Lin.  ft.  30"  water  pipe,  9,250  tons. 
175,000  lbs.  joint  compound  (leadite). 
150  Tons  valves  and  accessories. 

If  reinforced  concrete  pipe  is  available  there  will  be  required  50,000  lineal 
feet  of  30"  reinforced  concrete  pipe  containing  the  following  materials: 

1,650,000  Lbs.  steel  sheets  (10  gauge). 
1, 125^  COO  Lbs.  reinforcing  rods. 
75,  COO  Lbs.  wire. 
325,  000  Lbs.  strips. 


4,  175.  000  Lbs.  Total. 

45,  000  Lbs.  rubber  gaskets. 

150  Tons  valves  and  accessories. 
1,  500,  000  Gal.   reservoir. 

25  Tons  reinforcing  steel. 
150  Tons  valves,  fittings,  and  accessories. 

Under  present  provisions  the  reservoir  will  be  covered  by  a  wood  roof. 

Pumps : 

Three  4  M.  G.  D.  300'  head. 

Power  wiring — controls,  etc..  for  1,100  H.  P.  full  load. 
.    Copper  wiring— 30,000  Lin.  Ft. 

Transformers — complete  with  ground  installation    (2)   1,000  KW. 

The  above  estimate  is  predicated  on  similar  installations  and  may  be  subject 
to  revision  in  quantities  as  detailed  plans  are  developed. 
Sincerely  yours, 

[s]     Baird  Snyder. 
Assistont  Adm inistrator. 


Exhibit  No.  540 

Executive  Office  of  the  President, 
Office  fob  Emergency  Management, 

Office  op  Defense  Transportation, 

Washington,  D.  C,  July  S,  19.',2. 
Mr.  Hugh  A.  Fulton. 

Chief  Counsel,   Special  Committee  Investigating  the  National  Defense 
Program,  United  State  Senate,  Washington,  D.  C. 
Dear  Mr.   Fulton  :  Mr.  Nicholl  advises  that  you  wish  a  statement  from  this 
OflBce  regarding  the  transportation  facilities  at  the  Ford  Willow  Run  Bomber 
Plant. 

Originally  we  were  advised  that  the  maximum  employment  at  this  plant  would 
be  100,000  and  that  there  would  be  housing  facilities  built  to  accommodate 
approximately  52,000  workers  and  of  this  number  22,000'  would  be  housed  within 
walking  distance  of  the  plant  and  the  remainder  in  the  neighborhood  of  Wayne 
and  Inkster.  Also  we  understood  thsit  many  of  the  employees  would  continue  tO' 
live  in  Detroit  and  towns  in  the  vicinity  of  the  plant  such  as  Ann  Arbor  and 
Ypsilanti. 

Based  on  this  understanding,  a  survey  was  made  of  the  available  equipment 
in  this  area.  Our  study  shows  that  there  is  at  present  adequate  bus  equipment 
in  Detroit  and  the  surrounding  territory  to  serve  this  plant,  providing  that  the 
Ford  Motor  Company  cooperates  with  the  local  transportation  companies  and 

311932— 42— pt.  12 28 
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staggers  their  starting  and  closing  times  so  that  they  will  not  coincide  with  the 
peak  load  periods  of  these  companies. 

The  Ford  Company  officials  have  expressed  their  willingness  to  do  this. 
Very  truly  yours, 

Guy  a.  Richardson, 
Director,  Division  of  Local  Transport. 


Exhibit  No.  541 

Executive  Office  of  the  President, 
Office  for  Emergency  Management, 

Office  of  Defense  Transportation, 

Washington,  D.  C,  July  3,  19>i2. 
Mr.  J.  B.  Blandford,  Jr., 
Administrator  N.  H.  A., 

1600  I  Street,  Washington,  D.  C. 
Dear  Me.  Blandford:  Confirming  the  advice  given  members  of  your  staff  at  a 
meeting  in  Mr.  Guy  A.  Richardson's  office  on  July  1st,  our  recommendations  with 
reference  to  the  location  of  housing  at  the  Willow  Run  Bomber  Plant  are  as 
follows : 

(a)  As  much  housing  as  is  possible  should  be  located  within  walking  distance 
of  the  plant. 

(b)  Any  housing  which  cannot  be  within  walking  distance  should  be  located 
as  close  to  the  plant  as  possible. 

(c)  Housing  that  cannot  be  located  within  walking  distance  should,  wherever 
possible,  be  located  near  railroad  lines  which  serve  the  plant. 

Of  course,  we  realize  that  other  factors  such  as  utilities,  community  facilities, 
etc.,  must  be  considered. 
Very  truly  yours, 

[s]     Joseph  B.  Eastman,  Director. 


Exhibit  No.  542 

Statement  Bf.fork  the  Truman  Committee  Re  Willow  Run  Housing  Program 
BY  George  Meader,  Prosecuting  Attorney,  Washtenaw  County,  Mich.,  July 
22,  1942 

We  understand  the  program  of  the  Federal  Public  Housing  Agency  for  the 
public  housing  of  workers  at  the  Willow  Run  Bomber  Plant  as  revised  July  16, 
1942,  to  be  as  follows  : 

I.  .S.OnO  Dormitory  units  at  Willow  Run  instead  of  10,000. 
II.  2,000  Single  dwelling  units  at  Wayne  and  Inkster  instead  of  7,100. 

III.  1,000  Light  hou.sekeeping  units  at  Willow  Run  instead  of  8,000. 

IV.  New  city  of  2,500  permanent  single  dwellings  in  Superior  Town.ship, 
with  attendant  municipal  facilities,  instead  of  6,000. 

No  objection  is  made  to  items  one,  two,  and  three  of  the  above  program.  We 
are  satisfied  that  they  are  necessary  to  supplement  private  construction  in  the 
area  to  i-elieve  the  housing  shortage  arising  from  the  requirements  of  the  Willow 
Run  Bomber  Plant. 

It  is  only  to  item  four,  the  erection  of  a  complete,  new.  permanent  city  with 
all  attendant  municipal  facilities  in  the  midst  of  raw  farming  country  at  a 
substantial  distance  fi'om  the  plant,  that  objections  have  been  raised  that  have 
come  to  our  attention. 

It  is  iny  purpose  to  summarize  what  I  consider  to  be  the  outstanding  ploblems 
involved  in  the  erection  of  the  new  city.  I  shall  do  this  briefly  and  at  appro- 
priate points  will  call  attention  to  features  which  are  within  the  peculiar  field 
of  knowledge  of  others  present,  suggesting  that  if  the  Committee  is  desirous  of 
further  detail,  those  persons  might  be  called  upon. 

the  new  city 

Plans  originally  called  for  the  use  of  9  out  of  the  36  sections  of  Superior 
Township,  Washtenaw  County,  and  parts  of  3  sections  in  Ypsilanti  Township, 
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an  area  roughly  three  miles  east  and  west,  and  five  miles  north  and  south 
bounded  by  Cherry  Hill  Road  on  the  north,  the  county  line  on  the  east,  Michigan 
Avenue  on  the  south,  and  Prospect  Road  on  the  west.  The  nearest  point  of  this 
rectangular-shaped  city  would  be  approximately  a  mile  from  the  nearest  point 
of  the  Bomber  Plant  property,  and  the  farthest  point  of  this  new  city  would  be 
in  excess  of  five  miles  from  the  Bomber  Plant  property.  We  have  not  learned 
the  area  of  the  city  under  the  revised  program. 

The  nature  of  the  area  included  within  the  above  boundaries  is  rich  farm 
land  with  very  little,  if  any,  artificial  drainage  and  relatively  few  hard-surfaced 
roads,  and  practically  no  prior  subdivision  activity,  having  been  devoted  almost 
exclusively  to  agricultural  pursuits. 

There  is  accordingly  practically  nothing  for  the  city  builder  to  use  in  con- 
nection with  his  task,  but  he  will  be  forced  to  begin  from  the  ground  up  and 
install  all  the  usual  municipal  services  from  beginning  to  end ;  drainage  for 
surface  water  ressulting  from  the  increase  of  impervious  surfaces  such  as  roofs, 
streets,  and  sidewalks ;  grading  of  streets,  if  indeed  it  will  not  be  necessary  to 
pave  them,  and  build  sidewalks:  the  extension  of  utilities  such  as  light,  gas, 
and  telephone,  with  the  erection  of  the  usual  municipal  stations  and  offices  for 
the  handling  of  accounts ;  the  installation  of  water  mains  and  stations  and  the 
laying  of  a  sewage  system  with  a  sewage-disposal  plant ;  the  erection  of  shop- 
ping centers  and  community,  governmental,  educational,  recreational,  religious, 
and  hospital  buildings. 

Ml  of  the  foregoing  it  will  be  noted  will  be  required  as  additional  outlay  not 
figuring  in  the  cost  either  in  dollars  and  cents  or  in  material  and  manpower 
for  the  erection  of  the  houses  themselves  and  represents  a  large  part  of  the 
saving  in  material  that  would  be  realized  if  the  permanent  dwellings  were 
located  in  areas  adjacent  to  existing  communities  whei'e  the  above  facilities 
are  already  available. 

The  plans  call  for  the  erection  of  2,500  sepai'ate,  single  dwellings  of  the  same 
size  but  different  elevation,  none  to  exceed  $4,500  in  construction  cost  (the  Fed- 
eral act  limits  the  average  to  $3,750  each)  without  basements,  furnaces,  or  bath- 
tubs, possibly  with  cement  floors,  to  house  families  averaging  four  i)ersons. 
It  is  difficult  to  believe  that  the  suggestion  was  made  seriously,  but  in  a  letter 
of  the  United  States  Public  Health  Survey  dated  May  18,  1942,  addressed  to  the 
Health  Department  of  the  State  of  Michigan,  it  was  suggested  that  because  of  the 
haste  and  shortages  of  materials  in  defense  housing  it  might  become  necessary 
to  permit  private  wells  and  private  sewage  equipment  in  connection  with  each 
dwelling.  The  6,000  wells  and  6,000  septic  tanks  on  6,000  lots,  50  x  130,  is  an 
almost  unthinkable  .situation. 

STRAGETIC   MATERIALS 

The  foregoing  di.scussion  leads  naturally  to  a  statement  of  our  first,  and  what 
we  think  is  the  most  important  objection  to  the  program  as  contemplated,  that 
is,  that  it  will  require  tremendous  amounts  of  strategic  materials  and  manpower, 
thus  diverting  them  from  the  defense  production  program. 

While  we  do  not  have  access  to  the  plans  of  the  Housing  Authorities,  we 
understand  that  it  is  contemplated  to  furnish  water  to  the  new  city  by  con- 
necting it  with  the  Detroit  water  system.  This  will  require  immense  amounts 
of  steel  pipe  for  the  mains,  as  well  as  the  miles  and  miles  of  street  laterals 
and  house  connections.  Similarly,  the  sanitary  sewage  system  will  require 
tremendous  amounts  of  iron  pipe.  This,  of  course,  will  be  augmented  by  the 
materials  necessary  for  a  sewage-disposal  plant  and  for  a  pumping  station.  The 
amounts  of  copper  wire  involved  in  the  extension  of  utilities  to  serve  this  area, 
together  with  the  necessary  equipment  and  branch  stations,  will  use  great  quan- 
tities of  copper  and  other  critical  metals.  We  understand  that  the  Federal 
Housing  Authorities  have  made  application  to  the  War  Production  Board  for  the 
allowance  of  priorities  on  these  items  and  probably  a  more  accurate  estimate  of 
the  amounts  and  particular  types  of  metals  required  can  be  obtained  there. 

Obviously,  the  construction  of  these  public  works  as  well  as  the  preparation  of 
the  area  and  the  construction  of  the  dwellings  themselves  will  consume  a  great 
number  of  man-hours,  diverting  the  manpower  in  this  production  area  from  work 
in  war  industries. 

If  this  were  necessary,  of  course,  thei-e  could  be  no  alternative,  but  we  are  of 
the  belief  that  the  Federal  Housing  Authorities  have  failed  to  give  adequate 
■consideration  to  the  alternative  of  placing  these  permanent  dwellings  in  areas  be- 
tween the  Bomber  Plant  and  the  city  of  Detroit  proper  where  sewage  and  water 
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facilities  as  well  as  the  service  of  public  utilities  already  exists  or  can  be  made 
available  by  relatively  small  expansion.  It  should  also  be  pointed  out  that  in 
these  areas  drainage  and  street  firadinj:  have  been  completed  and  in  many  cases 
curbing,  sidewalks,  and  street  surfacing  as  well. 

We  also  point  out  that  in  the  scattered  construction  at  some  distance  from  the 
Bomber  Plant  there  would  be  less  traffic  congestion  and  delay  arising  from  con- 
flict with  the  normal  How  of  materials  and  production  workers  during  the  time  of 
construction,  a  considerable  period  of  which  would  also  be  complicated  by  the 
extensive  highway  construction  now  going  on. 

It  is  also  obvious,  of  course,  that  the  erection  of  permanent  single  dwellings 
reqiiires  a  substantially  greater  amount  of  strategic  materials  and  manpower 
than  would  be  necessary  in  the  erection  of  temporary  dormitories  or  apartment 
house  units. 

As  to  the  engineering  problems  involved  and  the  quantities  of  material  and 
labor,  Professor  Henry  E.  Riggs  is  well  informed  and  is  available  to  testify. 
On  the  matter  of  availability  of  lots  already  serviced  with  water  and  sewage, 
see  the  W.  P.  A.  survey.  Willis  Hall,  economist  and  statistician  of  the  Detroit 
Board  of  Commerce  is  well  informed  on  this  subject  and  is  available  to  testify. 

NUMBER  OF   WORKERS  TO  BE  ACCOMMODATED 

Apparently  the  Housing  authorities  were  counting  on  a  peak  employment  of 
80,000  to  100,000  at  the  Willow  Run  plant.  We  are  informed  tliat  they  are  not 
responsible  for  the  figures  but  secured  them  from  W.  P.  B.  Yet,  the  Ford  Motor 
Company  officials  have  repeatedly  given  assurances  that  no  more  than  60,000  will 
be  employed  at  the  maximiun.  Apparently  the  Federal  Public  Housing  agents 
now  accept  this  figure — which  accounts  for  the  revision  they  have  announced. 

20,000  employees  now  being  at  work  and  using  private  housing  accommodations, 
there  would  be,  at  the  most,  an  additional  40,000  to  be  accommodated.  The  tem- 
porary housing  of  3,000  dormitory  units,  1,000  light  housekeeping  units,  2,000 
single  dwelling  units  at  Wayne  and  Inkster,  being  a  total  of  6,000  units,  will 
accommodate  an  estimated  total  of  6,900  workers,  and  would  seem  to  satisfy  the 
public  housing  requirements  for  Willow  Run,  especially  since  the  remainder  could 
certainly  be  serviced  by  private  construction. 

If  more  housing  is  necessary  we  think  the  Government  should  provide  the  tem- 
porary structures  and  leave  the  construction  of  permanent  homes  to  private 
industry. 

No  one  can  now  foresee  what  use  will  be  made  of  the  Bomber  Plant  at  the 
cessation  of  hostilities,  and  it  is  entirely  possible  that  it  will  not  be  able  to  be 
used  at  all  in  the  immediate  post-war  period.  At  least  there  will  be  a  long  period 
of  adjustment,  since  the  constrxiction  of  bombers  is  so  peculiarly  a  wartime 
activity. 

Be  that  as  it  may.  We  suggest  it  is  the  course  of  wisdom  to  build  housing  for 
that  time  when  it  arrives  and  not  to  divert  from  the  immediate  program  of  win- 
ning the  war  any  of  the  resources  and  effort  which  are  so  necessary. 

We  suggest  also  that  w^hen  the  shortage  of  labor  disappears  workers  at  the 
future  Willow  Run  plant  may  prefer  to  drive  from  some  distance  rather  than 
to  live  continuously  in  the  shadow  of  the  factory.  We  think  the  expei'ience  of  the 
last  ten  years  bears  out  this  possibility. 

DELAY  IN  CONSTRUCTION  OF  THE  PERMANENT  NEW  CITY 

Engineering  estimates  indicate  that  the  new  city  could  not  be  ready  for  occu- 
pancy until  the  end  of  1943  and  possibly  not  until  some  time  in  1914,  and  this 
does  not  take  into  account  the  construction  of  public  buildings,  schools,  hospitals, 
etc.    For  further  details  on  this  matter  we  refer  to  Professor  Riggs. 

The  peak  of  employment  at  the  Bomber  Plant  will  be  reached  early  in  1943 
(refer  to  Ford  Motor  Company  officials),  and  there  will  remain  therefore  the 
problem  of  housing  workers  during  the  period  of  construction,  and  the  question 
naturally  arises  whether  because  of  shortages  of  materials  and  manpower  the 
new  city  would  ever  be  completed  in  time  to  be  of  use  until  after  the  cessation 
of  the  war,  at  which  time,  of  course,  the  use  of  the  Bomber  Plant  itself  is  entirely 
speculative. 

PRIVATE  BUILDING  OF  DEFENSE  HOMES 

We  understand  that  at  the  outset  of  the  defense  housing  problem  in  the  Detroit 
area  an  allotment  was  tentatively  agreed  upon  between  Public  Housing  authori- 
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ties  and  private  builders,  contemplating  the  erection  of  some  30,000  homes  by 
private  financing  and  construction.  We  also  understand  that  due  to  orders  of 
the  "War  Production  Board  denying  priorities  on  further  building  this  construc- 
tion work  has  practically  been  stopped. 

If  materials  are  available  for  the  construction  of  2,500  new  permanent  dwell- 
ings in  a  new  city  in  raw  farm  country,  why  should  not  these  same  materials  be 
made  available  to  private  building  contractors  and  let  them  assume  the  burden 
which  otherwise  will  be  placed  upon  government  finances.  It  strikes  me  that 
every  home  that  is  built  by  private  enterprise  which  adequately  serves  the  defense 
housing  needs  is  almost  tantamount  to  the  purchase  of  an  equivalent  amount  of 
defense  bonds,  since  it  frees  that  much  public  money  otherwise  in  the  war  effort. 

Mr.  Hall,  of  the  Detroit  Board  of  Commerce,  is  well  informed  on  this  matter, 
and  I  understand  that  there  are  representatives  of  the  private  builders  here  from 
wliom  other  details  of  this  feature  of  the  problem  could  be  obtained. 

GOVERNMENTAL  PEOBLEMS 

The  erection  of  2,500  dwellings  and  community  buildings  does  not  complete 
the  establishment  of  the  new  city.  A  form  of  government  must  be  set  up,  either 
municipal  or  village,  and  certain  public  services  that  we  are  accustomed  to  must 
be  furnished,  such  as  education,  police  and  fire  protection,  personnel  for  the 
maintenance  of  streets,  sidewalks,  parks,  and  public  works  generally.  If  this  is 
to  be  a  democratically  formed  government,  nothing  can  be  done  toward  its  estab- 
lishment until  the  new  city  is  inhabited.  It  is  doubtful  whether,  under  Michigan 
statutes,  the  new  city  could  be  incorporated  because  of  the  residence  requirement 
of  3  years  for  the  city  charter  commissioners  and  that  at  least  100  petitioners 
be  freeholders. 

We  do  not  propose  to  dwell  upon  these  problems,  only  to  call  attention  to  them 
and  to  suggest  that  if  the  permanent  dwellings  were  located  in  existing  munici- 
palities these  services  could  be  furnished  without  much,  if  any,  additions  to 
personnel  and  without  the  confusion  attendant  upon  the  establishment  of  a  new 
governmental  unit. 

MILITAKT  STRATEGY 

We  desire  merely  to  raise  the  problem  of  the  location  of  these  permanent 
dwellings  with  relation  to  the  Bomber  Plant  as  a  matter  of  military  strategy  or 
civilian  defense.  We  wonder  whether  or  not  the  concentration  of  these  dwellings 
so  that  they  might  be  a  target  equivalent  to  the  plant  itself  as  a  military  objective 
would,  if  subjected  to  demolition  or  incendiary  bombing  or  sabotage,  be  more  dis- 
ruptive of  the  flow  of  production  in  the  plant  than  if  the  workers  were  scattered 
over  a  larger  area.  This,  of  course,  is  a  matter  of  expert  opinion  and  we  only 
inquire  whether  or  not  the  housing  authorities  have  explored  this  question  with 
the  appropriate  military  and  civilian  defense  agencies. 

GHOST  TOWN 

Of  course,  the  County  of  Washtenaw  and  its  governing  body,  the  Board  of 
Supervisors,  as  whose  spokesman  I  appear  here,  has  a  very  definite  interest  in  this 
Federal  Housing  Program.  We  are  fearful  that  this  permanent  city  may  not, 
in  the  post-war  period,  be  permanently  occupied ;  that  it  will  become  a  repository 
for  the  flotsam  and  jetsam  of  humanity  and  will  be  a  perpetual  eyesore  and  source 
of  public  attention  both  as  to  law  enforcement,  social  work,  and  public  assistance. 

In  this  connection  we  wonder  if  the  Federal  Housing  authorities  have  found  a 
satisfactory  solution  to  the  racial  problem  so  that  there  will  not  be  a  repetition 
of  the  Sojourner  Truth  Housing  incident,  and  what  assurance  they  can  give  that 
even  during  the  war  period  this  new  city  will  be  a  desirable  residential  location. 

The  matter  of  payments  in  lieu  of  taxes  under  the  Lauham  Act  and  what 
financial  support  the  county  may  expect  in  return  for  the  services  that  are 
required  of  it ;  the  extent  to  which  any  possible  welfare  burden  in  this  new  city 
would  fall  upon  the  county  in  the  event  of  irregular  employment ;  the  extent  to 
which  the  authorities  expect  to  observe  zoning  and  building  ordinances  now  in 
the  process  of  drafting  by  the  (bounty  Board  of  Supervisors ;  to  what  extent  the 
erection  of  this  new  city  will  affect  the  beautiflcation  of  the  Huron  River  and 
the  program  of  the  Huron-Clinton  Metropolitan  Authority ;  all  of  the  above  and 
a  host  of  other  local  governmental  problems  directly  affect  the  County  of  Wash- 
tenaw, its  Board  of  Supervisors,  its  oflScials,  and  its  residents.  We  feel  we  will 
be  called  upon  to  take  part  in  the  adjustment  resulting  from  the  location  of  the 
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Bomber  Plant,  but  our  inquiries,  protests,  suggestions  have  been  met  only  with 
the  broad  statements  on  the  part  of  the  housing  authorities  that  all  of  these 
matters  have  been  considered  and  have  been  solved. 

We  have  consistently  taken  the  position  that  if  this  thing  is  necessary  v^e  vpill 
get  behind  and  help  put  it  across,  but  we  are  not  willing  merely  to  take  someone's 
statement  that  it  is  so  in  the  face  of  all  of  the  factors  indicated  above  and  many 
others  which  make  it  appear  to  be  a  very  unwise,  wasteful,  and  speculative  social 
adventure  at  a  time  when  the  nation  is  crying  for  men  and  materials  in  its 
desperate,  belated,  and  transcendental  effort  to  arm  itself  to  preserve  its  existence. 

Respectfully  submitted. 

Geoege  Meadee, 
Prosecuting  Attorney,  Washtenaw  County,  Michigan. 


Exhibit  No.  543 

Statement  of  Henky  E.  Riggs,  Retiked  Professor  of  Civil  Engineering  At 
University  of  Michigan,  Before  the  Truman  Committee  Regarding  the  Pro- 
posed Permanent  City  to  House  Willow  Run  Employees.  July  22,  1942 

Mr.  George  Meades, 

Prosecuting  Attorney,  Washtenaw  County. 

Dear  Sir:  After  reviewing  the  revised  estimate  of  Housing  as  submitted  by 
Mr.  Blandford  as  of  July  IGth  I  have  attempted  to  analyze  these  figures  to  find 
the  basis  for  the  heavy  cut  in  Temporary  Housin<g  and  the  much  smaller  reduc- 
tion in  permanent  housing,  below  the  original  estimate.  This  explanation  is  not 
to  be  found  in  the  report  and  T  am  unable  to  see  the  soundness  of  the  plan  now 
suggested. 

It  would  appear  that  this  new  set-up  fails  to  give  due  weight  to  several  very 
important  factors  of  the  problem.  These  were  fully  discussed  in  my  former 
communication  to  you,  and  need  no  further  argument  here. 

These  are : 

(1)  The  Housli>g  plan  disregards  the  very  temporary  nature  of  the  manufac- 
ture of  Bombing  Planes;  the  complete  uncertainty  as  to  the  future  use  of  tiie 
plant ;  and  the  very  limited  opportunity  for  the  future  industrial  employment 
of  great  numbers  of  people  in  Washtenaw  County. 

(2)  The  fact  that  at  least  500  to  600  small  houses  have  been  built  within  tihe 
past  year  in  Washtenaw  County,  evidently  in  anticipation  of  the  opening  of  this 
plant,  and  are  now  occupied,  although  some  of  them  are  not  yet  completed.  These 
were  by  no  means  all  financed  by  F.  H.  A. 

(3)  The  fact  that  this  plant  is  on  the  western  edge  of  one  of  the  most  densely 
populated  areas  in  the  United  States,  and  the  further  fact  that  a  very  large 
proportion  of  the  present  employees,  numbering  some  20,000,  are  permanent  resi- 
dents of  Wayne  and  Washtenaw  Counties,  and  that  many  of  these  people  have 
never  before  been  in  industrial  employment  and  probably  will  not  continue  in 
it  after  the  war. 

(4)  The  fact  that  in  addition  to  the  bus  lines  operating  from  Detroit  to  the 
plant,  more  than  twenty  bus  routes  have  been  in  operation  for  six  weeks  by  the 
Greyhound  and  other  internrban  bus  companies.  These  routes  serve  every  city 
and  village  and  every  principal  country  road  within  a  25-mile,  or  greater,  radius, 
with  the  plant  as  center. 

This  Bomber  Plant  was  planned  and  under  construction  long  before  December 
7,  1941,  and  this  housing  problem  is  not  a  new  thing.  Some  housing  should  prop- 
erly have  been  completed  and  ready  to  serve  by  April  1942  when  the  extent  of 
the  project  was  first  made  public  to  citizens  of  Washtenaw  County.  Three  months 
have  elapsed  since  we  were  first  informed  of  this  project,  during  which  no  con- 
struction work  has  been  done  and  apparently  little  if  any  progress  has  been 
made  on  plans. 

Planning  today  must  properly  take  into  account  conditions  as  they  now  exist. 
There  is  a  housing  problem,  there  is  no  doubt  of  that,  and  it  soon  will  become 
acute.  The  plant  is  in  operation.  Many  houses  were  built  or  started  before 
the  fear  of  government  housing  checked  private  construction.  There  are  doubt- 
less a  good  many  immigrants  attracted  by  good  wages  and  the  prospect  of  a 
year  or  two  or  steady  employment.  This  is  evidenced  by  the  search  for  houses 
and  by  the  several  trailer  camps.  But  the  majority  of  these  people  will  not 
remain  in  Michigan  when  the  war  is  over  and  employment  stops. 
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To  an  engineer  who  has  had  experience  in  the  building  of  worlds  which  call 
for  temiwrary  employment  lasting  perhaps  two  to  four  years,  it  would  appear 
that  the  wise  policy  for  the  Federal  Government  is  to  provide  the  temporary 
housing  needed  for  the  emergency,  and  to  leave  all  permanent  housing  to  local 
agencies,  which  in  this  case  are  abundantly  qualified  to  build  20,000  to  30,000 
or  more  units  if  needed. 

I  have  prepared  a  table  showing : 

In  Column  1,  The  Federal  Public  Housing  Authority  Early  estimate. 

In  Column  2,  The  Revised  Estimate  as  of  July  16th. 

In  Column  3,  The  percentage  that  the  revised  estimate  is  of  the  original. 

In  Column  4,  A  suggested  further  revision. 

In  Column  5,  The  percentage  that  this  revision  is  of  the  original. 

My  revision  adds  to  the  Temporary  Units  and  eliminates  the  2,500  houses 
left  in  the  new  "City."  Certainly  there  can  be  no  justification  for  building  water 
works  and  sewers  for  this  amount  of  housing.  The  cost  per  unit  would  mount 
to  a  very  high  figure. 

As  to  water  supply  for  temporary  housing,  it  would  appear,  from  reports  of 
the  Engineers  of  the  City  of  Ypsilanti  that  a  supply  for  temporary  housing 
of  8,000  to  10,000  units  could  be  secured  there.  This  subject  merits  full 
study. 

Respectfully  submitted. 

[s]     Henry  E.  Riggs. 
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Exhibit  No.  544 

Statement  by  William  Nicholas,  Representing  Geo.  F.  Addes,  Coordinator  of 
THE  War  Policy  Committee,  International  Union,  UAW,  CIO,  Before  the 
Truman  Committee 

THE   housing   need 


Because  of  the  confusion  and  needless  delays  that  have  harried  the  housing 
project  for  the  Willow  Run  Bomber  Plant  employees  from  its  very  inception, 
we  wisii  to  go  on  record  afiirming  again  the  absolute  necessity  for  the  con- 
struction of  adequate  housing  for  these  war  workers  so  that  we  may  be  able 
to  avoid  the  pending  crisis  in  production  at  the  Bomber  Plant  which  will  in- 
evitably occur  if  nothing  is  done  to  provide  adequate  housing  for  the  thousands 
of  workers  employed  at  this  Plant, 


5386      INVESTIGATION   OF   THE   NATIONAL   DEFENSE    PROGRAM 

Soon  after  construction  got  under  way  at  the  Willow  Eun  Plant,  the  Union 
pointed  out  the  imperative  need  of  providing  housing  in  proximity  to  this 
Plant.  At  that  time  transportation  was  not  considered  a  serious  difficulty 
insofar  as  there  was  no  thought  of  ruhber  becoming  such  a  critically  short 
material.  Since  the  time  first  demands  for  housing  were  made,  the  whole  situa- 
tion has  changed  so  radically  that  it  is  now  essential  that  housing  be  placed 
close  to  the  plant  and  that  transportation  distances  for  the  thousands  of  workers 
who  will  be  employed  at  the  Willow  Run  plant  be  reduced  to  a  minimum. 

CEITICAL   ]\[ATEJRIALS 

In  view  of  the  fact  that  not  only  rubber,  but  also  other  materials  such  as 
steel,  copper,  plumbing  fixtures,  and  so  forth,  have  become  scarce,  critical 
materials,  the  original  housing  program  has  been  revised  several  times.  With 
each  revision  there  was  the  recognition  by  all  concerned  that  the  actual  housing 
being  programmed  would  not  meet  the  full  needs.  At  the  present  time  this  is 
even  more  apparent  than  ever  before.  It  is  the  Union's  belief  that  housing  near 
the  Bomber  Plant  is  an  absolute  war  necessity ;  that  without  it,  the  production 
scheduled,  planned,  and  announced  for  Willow  Run  cannot  possibly  be  reached 
regardless  of  the  amount  of  machines  and  critical  materials  available  because  it 
will  be  impossible  to  maintain  the  necessary  labor  force  in  view  of  the  insur- 
mountable transportation  difficulties. 

THE  PROGRAMMING  OF  HOUSING 

The  original  housing  program  called  for  housing  located  in  three  places :  at 
Inkster,  approximately  twelve  miles  from  the  Bomber  Plant;  at  Wayne,  approxi- 
mately ten  miles  from  the  Bomber  Plant  (both  serviced  by  a  railway  which  could 
be  utilized  to  provide  at  least  part  of  the  transportation)  and  another  project 
located  in  close  proximiy  to  the  Bomber  Plant  itself  on  a  planned  community  basis. 
It  was  originally  estimated  that  this  latter  project  would  be  constructed  on  the 
basis  of  65%  of  the  housing  units  being  single  family  two-bedroom  homes;  25% 
would  be  duplex  three-bedroom  homes  and  10%  would  be  row  houses  with  one- 
bedroom  units.  The  average  cost  of  all  units  would  be  $4,000  each  with  a  $900  top 
land  cost,  including  site  improvement  and  so  forth. 

This  was  revised  to  provide  for  6,000  units,  40%  of  which  were  to  be  single 
two-bedroom  homes,  40%  duplex  two-bedroom  and  three-bedroom  homes  and  20% 
row  houses  with  one  and  two-bedroom  units.  It  was  also  estimated  that  dormi- 
tories would  be  provided  for  10,000  people;  and  individual  rooms  and  light  house- 
keeping dormitories  for  8.000  family  units. 

It  was  hoped  that  construction  of  these  projects  would  alleviate  the  situation 
at  least  in  part  and  would  insure  a  permanent  and  steady  working  force  available 
to  produce  the  405  bombers  per  month  which  has  been  scheduled  for  the  Willow 
Tlun  Plant. 

When  the  program  for  ho\ising  for  the  Willow  Run  Plant  was  first  developed, 
the  plant  itself  was  nowhere  near  getting  into  production  and,  consequently,  the 
need  for  housing  was  not  so  emphatically  felt.  Today,  however,  with  employment 
well  over  20,000  at  the  Plant  it  is  obvious  to  any  casual  observer  of  the  mushroom 
growth  of  trailer  camps,  shack  towns,  tent  colonies,  and  make.shift  homes  that 
the  housing  need  is  being  brought  into  focus  very  sharply. 

TRANSPORTATION  DIFFICULTIES 

With  all  the  poor  housing  facilities  now  available,  the  transpoi-tation  problem 
still  looms  as  the  biggest  handicap  that  has  to  be  faced.  A  special  survey  was 
made  among  a  random  sample  of  workers  at  the  Bomber  Plant,  which  will  be 
introduced  for  the  record  later.  The  results  of  this  survey  indicate  that  the  aver- 
age worker  at  the  Plant  is  traveling  or  commuting  an  average  (median)  of  some 
23  miles  each  way  to  work  each  day  and  is  spending  an  average  (median)  of  50 
minutes  each  way,  going  to  and  from  work.  It  should  be  borne  in  mind  that  these 
results  were  obtained  during  the  month  of  June  when  transportation  facilities 
were  not  impeded  by  snow,  ice,  or  sleet,  or  by  lack  of  good  rubber  tires.  The 
results  of  this  survey  also  indicate  that  the  more  recently  employed  workers  at  the 
Plant  travel  correspondingly  greater  distances. 

It  is  to  be  expected  that  when  the  Bomber  Plant  gets  into  production  the 
thousands  of  additional  workers  who  will  be  coming  into  the  Plant  will  find 
absolutely  no  housing  facilities  available  and  will  be  required  to  drive  even  greater 
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distances  than  the  average  being  traveled  today,  unless  some  adequate  liousiug  is 
provided  in  close  proximity  to  the  Plant. 

EMPLOYMENT 

There  lias  been  much  speculation  as  to  the  peak  employment  at  tlie  Bomber 
Phint.  Until  recently,  Ford  officials  have  announced  that  some  110,000  workers 
would  be  required  to  reach  full  production.  At  the  time  of  the  controversy  in 
regard  to  the  establishment  of  a  housing  project  in  proximity  to  the  Plant,  Ford 
Motor  Company  spokesmen  announced  a  reduction  of  that  figure  to  58,000^or 
almost  a  1009o  error  in  their  previous  estimates.  While  it  is  very  difficult  for 
members  of  the  Union  to  determine  what  the  actual  production  peak  will  be,  com- 
petent observers  at  the  Plant  anticipate  a  minimum  of  some  75,C00.  Less  than  this 
number  might  well  mean  a  curtailment  in  production  of  bombers. 

Further,  tlie  plant  chairman  of  the  Local  Union  hag  been  advised  that  110,000 
lockers  were  originally  ordered  but  were  not  available  because  of  priorities ;  and 
that  56,000  lockers  will  be  installed  on  the  basis  of  serving  two  men  each.  A  signed 
statement  to  this  effect  is  available  for  the  record. 

It  is  estimated  that  some  140,000  man-hours  are  required  to  produce  a  bomber 
at  the  Consolidated  plant  in  California.  Making  allowances  for  a  20%  reduction 
in  manpower,  due  to  the  introduction  of  mass-production  methods,  and  estimating 
that  roughly  50%  of  tlie  complete  bomber  job  will  be  handled  at  hie  Willow  Run 
Plant,  the  employment  necessary  to  produce  405  bombers  per  month  will  approxi- 
mate 75,000  men. 

Regardless  of  the  controversy  concerning  the  anticipated  employment  at  the 
Bomber  Plant,  the  original  housing  programmed  to  serve  this  Plant  was  at  no 
time  adequate  to  meet  the  entire  housing  needs.  The  revised  program  falls  even 
shorter  in  this  respect.  Inasmuch  as  virtually  no  housing  has  been  built  to 
service  the  Willow  Run  Plant,  either  through  public  or  private  construction — ■ 
that  is  to  say  housing  located  near  the  Bomber  plant,  we  are  asking  that  a  mini- 
mum program  be  started  at  once. 

HOUSING  SITUATION  IN  DETROIT  AREA 

We  might  also  add  that  the  need  for  housing  at  Willow  Run  cannot  be  dissoci- 
ated from  the  need  for  housing  throughout  the  whole  Detroit  area.  While  it  is 
not  our  intention  to  go  into  the  details  of  the  housing  situation  in  the  Detroit 
area,  it  is  hardly  necessary  to  point  out  that  a  relief  of  the  housing  situation  at 
the  Willow  Run  Plant  will,  in  part,  make  available  additional  housing  so  badly 
needed  for  the  other  war  plants  located  nearer  the  City.  The  latest  survey  made 
by  the  W.  P.  A.  indicates  that  there  are  less  than  fio  of  1%  available  rental 
vacancies.  The  Homes  Registration  Office  reports  a  thousand-odd  requests  for 
family  housing  with  no  available  units.  Any  casual  observer  coming  into  the 
Detroit  area  is  immediately  aware  of  the  seriousness  of  the  situation  and  the 
shortage  of  existing  housing  facilities. 

A  MINIMUM  PROGRAM  TO  BE  STARTED  AT   ONCE 

In  view  of  the  fact  that  the  present  controversy  over  the  Willow  Run  housing 
project  has  caused  a  virtual  stoppage  of  all  public  housing  construction  in  the 
area,  we  feel  it  is  absolutely  essential  that  some  work  be  initiated  immediately. 
It  is  our  hope  that  since  the  provision  of  additional  housing  is  indispensable  to 
the  war  effort  that  at  least  a  beginning  of  the  program  will  be  pushed  forward  as 
rapidly  as  possible,  and  that  a  minimum  beginning  program  of  2,000  units  will 
move  toward  completion  in  the  Wayne  and  Inkster  areas;  that  a  48"  water  main 
will  be  laid  out  to  Wayne  with  a  30"  line  from  Wayne  to  Willow  Run ;  and  that 
2,500  permanent  units  will  be  started  at  the  Willow  Run  project  and  1,000  tempo- 
rary apartments  be  constructed  at  Wayne.  In  addition  to  these,  we  hoije  that 
3,000  dormitory  units  will  be  built  in  a  "green  belt"  strip  in  close  proximity 
to  the  Plant  and  that  present  construction  work  will  be  continued  for  the  eventual 
expansion  of  the  proposed  project.  It  is  our  recommendation  that  this  program 
will  follow  that  proposed  for  the  first  revision  of  the  project,  which  was  to  plan 
and  build  the  houses  with  the  greatest  possible  conservation  of  critical  materials 
as  could  be  arranged.  The  technical  details  of  this  have  been  worked  out  by  the 
architects  connected  with  tlie  F.  P.  H.  A. 

We  feel  this  minimum  beginning  is  necessary  because  some  housing  must  be 
provided  for  immediately.     We  know  that  it  will  not  be  anywhere  near  adequate 
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to  meet  the  need  but,  in  view  of  the  controversy,  ask  that  tliis  minimum  program 
be  begun  at  once  and  that  the  further  program  foUovr  shortly  aftervrard.  Tliis 
request  is  made  because  we  are  already  recognizing  certain  severe  symptoms  of 
production  bottlenecks  which  are  growing  daily. 

"the  quit  r\te'' 

The  Union  records  show  that  the  quit  rate  at  the  Bomber  Plant  is  increasing 
week  by  week.  The  national  average  quit  rate  for  aircraft  is  higher  than  for  all 
other  industries,  standing  at  3.8  per  hundred  employees ;  and  the  quit  rate,  as 
best  as  can  be  estimated,  at  the  Bomber  Plant  is  4.3  per  hundred  employees  (the 
quit  rate  excludes  those  discharged  or  called  for  military  service).  The  fact 
that  the  quit  rate  at  the  Bomber  Plant  is  higher  than  the  national  average  for 
aircraft  becomes  even  more  significant  v.'hen  it  Is  remembered  that  this  plant' is 
expanding  rapidly  and  has-  not  nearly  reached  its  peak  employment.  During  a 
period  of  expansion  the  quit  rate  should  normally  be  considered  lower  than  in 
an  established  plant.  The  fact  that  this  quit  rate  is  so  high  can  be  directly 
attributed  to  the  difficulties  in  securing  housing  and  the  inadequate  transporta- 
tion facilities. 

Along  with  the  institution  of  this  minimum  program  to  get  work  at  least 
under  construction,  we  feel  it  is  absolutely  necessary  that  some  government 
agency  step  in  and  supervise  the  existing  accommodations  in  the  outlying  areas 
around  the  Bomber  Plant  to  regulate  trailer  camps  and  other  makeshift  dwell- 
ings, to  install  sanitary  facilities  and  to  generally  protect  the  welfare  of  these 
people  forced  to  live  in  temporary  shelters  so  that  problems  of  disease  and 
contagion  will  be  eliminated. 

HOUSING  NEEDED  AS  A    WAR  TOOL 

Practically  every  top  official  in  the  war  agencies  and  War  Department  of  the 
govei-nment  have  reiterated  that  housing  for  war  workers  is  a  war  tool  and  is 
absolutely  essential  to  continuous  and  efficient  production.  It  is  on  this  basis 
that  the  Union  is  asking  that  housing  be  constructed  for  the  workers  of  this 
vital  Bomber  Plant. 


Exhibit  No.  545 

Dp:teoit  Board  of  Commerce, 
Detroit,  Michigan,  July  22, 1942. 
Honorable  Harry  S.  Truman, 

Chairman,  The  Special  Conmiittee  Investigating 

the  National  Defense  Program,  Woshington,  D.  C: 

When  we  suggested,  on  .June  Ifith,  that  your  Committee  investigate  the  Wi'low 
Run  Housing  Program  the  projected  plan  called  for  the  construction  of  10.000 
Dormitory  Units,  8,000  Dormitory  Apartments,  and  15,000  Dwelling  Units  to 
house  a  total  of  40,000  war  workers. 

We  opposed  this  program  because  we  believed : 

The  program  was  too  large  for  the  possible  number  of  in-migrant  workers 
that  would  obtain  jobs  at  the  Bomber  Plant. 

The  sites  selected  were  too  far  removed  from  essential  public  utilities. 

The  construction  of  essential  utilities  at  the  sites  selected  would  cause  an 
exti'avagant  waste  of  critical  material  needed  for  War  Production. 

There  were  thousands  of  lots  in  the  Detroit  area  with  water,  sewer,  and  other 
utilities  installed  or  available  with  small  extensions  of  existing  facilities  that 
should  be  utilized  in  the  housing  program — not  wasted. 

That  the  Bomber  Plant  would  employ  loss  than  one-quarter  of  the  workers 
to  be  added  to  War  Production  in  the  Detroit  area  during  the  next  year,  yet 
every  housing  unit  projected  by  the  Federal  Public  Housing  Authority  was  for 
workers  ^t  the  Bomber  Plant  and  not  a  single  dwelling  unit  had  been  planned 
for  all  the  other  War  Workers  in  the  Detroit  area. 

That  the  136,000  workers  to  be  added  to  War  Production  Employment  be- 
tween May  and  November  1942.  would  be  at  work  and  housed  somewhere  in  the 
Detroit  area  long  before  the  Housing  Authority  would  have  completed  much, 
if  any,  of  the  projected  housing. 
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That  public  housing  during  the  war  should  be  restricted  to  temporary  dor- 
mitory and  apartment  shelter  for  the  duration  of  the  Emergency. 

The  critical  materials  required  for  the  permanent  lioiising  planned  by  the 
Housing  Authority  should  be  allocated  to  the  private  building  industry  for  use 
in  constructing  homes  on  lots  where  all  public  utilities  are  installed  and  waiting. 

We  are  now  advised  by  the  Federal  Public  Housing  Authority  that  the  pro- 
posed housing  program  has  been  reduced  as  follows : 

The  10,000  dormitory  units  reduced  to  3,000  units. 

The  8,000  dormitory  apartments  reduced  to  1,000  units. 

The  15,000  dwelling  units  reduced  to  4,500  units. 

And  that  the  private  building  industry  will  be  given  an  opportunity  to  build 
4,500  dwelling  units  in  the  Wayne,  Inkster,  Ypsilanti,  and  Ann  Arbor  area. 

We  are  also  advised  that  some  private  and  public  housing  xerogram  is  being 
developed  for  the  rest  of  the  Detroit  Area. 

We  have  carefully  reviewed  the  revised  program  and  are  unable  to  accept  it 
as  being  in  the  best  interest  of  the  War  Program  or  Detroit's  War  Production 
Effort. 

The  shortage  of  steel  and  other  vital  War  Materials  is  more  critical  today 
than  a  mouth  ago.  Some  industries  producing  vital  war  materials  are  facing 
reduced  production  schedules  because  of  material  shortages.  To  neglect  to  use 
existing  public  utilities  for  any  Detroit  Area  Housing  Program  in  lieu  of  wasting 
critical  materials  in  the  construction  of  new  utilities  is  unthinkable. 

Detroit  has  a  housing  shortage  that  grows  worse  each  day.  We  need  a 
Detroit  Area  Housing  Program — not  just  a  Willow  Run  Project. 

That  program  should  embrace  temporary  dormitories  and  apartments  in  what- 
ever number  will  be  required  adjacent  to  defense  plant  areas. 

All  dwelling  units  for  which  critical  materials  are  or  can  be  available  should 
be  built  by  private  building  industry  on  lots  where  all  improvements  are  in- 
stalled— either  for  sale  or  for  rent  to  War  Workers.  Existing  facilities  should 
be  utilized — not  wasted.  Every  home  sold  to  a  War  Worker  gives  him  a  stake 
in  the  America  we  are  fighting  to  preserve.  Each  such  home  saves  the  Federal 
Government  $5,000  that  can  be  spent  on  direct  War  cost.  Private  industry 
under  reasonable  regulation  can  do  this  part  of  the  job  better  than  Governmental 
Agencies. 

We  hope  that  out  of  the  investigation  of  your  Committee  and  the  studies  of 
the  War  Production  Board  Committee  and  the  National  Housing  Agency  will 
come  action  on  a  sound  housing  program  that  will  benefit  all  Detroit's  War 
Production  effort. 

Respectfully  submitted, 

Detroit  Board  of  Commerce, 
Willis  H.  Hall, 

Manager,  Housing  Bureau, 
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Detroit,  Mich.,  July  21,  19^2. 
Hon.  Senator  Truman, 

Chairman,  United  States  Senate  Investigation  Committee, 

Washington,  D.  C. 

The  following  resolution  was  unanimously  adopted  by  the  common  council, 
city  of  Dearborn,  as  of  this  date,  July  21,  1942: 

"Whereas  it  has  come  to  the  attention  of  this  body  that  the  Federal  Public 
Housing  Authority  is  contemplating  a  construction  of  a  so-called  Bomber  City, 
bounded  by  Michigan  Avenue  on  the  south,  Cherryhill  Road  on  the  north,  the 
Washtenaw-Wayne  County  line  on  the  east,  and  Prospect  Road  on  the  west,  and 
that  the  said  Authority  has  claimed  that  such  a  project  is  necessary  to  house  the 
workers  of  the  Willow  Run  plant ;  and 

"Whereas  this  body  has  also  been  informed  that  this  proposed  project  is  to  be 
investigated  by  the  Truman  committee  of  the  United  States  Senate;  now  be  it 

"Resolved,  That  this  body  go  on  record  that  it  is  the  concensus  of  its  opinion 
that  this  proposed  project  is  both  an  unnecessary  expenditure  of  public  funds 
and  a  wasteful  squandering  of  essential  war  materials  truly  needed  elsewhere, 
be  it  further 
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"Resolved,  That  this  body  earnestly  requests  the  Trnmaii  committee  to  fully 
investigate  this  proposed  project  from  the  standpoint  of  economic  necessity  and 
without  regards  to  any  political  significance  the  creation  of  such  a  city  may 
involve ;  be  it  further 

"Resolved,  That  the  Truman  committee  interview  or  take  testimony  from  quali- 
fied persons  of  this  and  other  surrounding  communities,  which  testimony  this 
body  Is  convinced  will  show  beyond  question  the  problem  of  housing  workers  at 
Willow  Run  can  much  more  quickly,  more  econimically,  more  safely,  and  more 
healthfully  be  achieved  than  by  the  construction  of  the  proposed  group  of  tem- 
porary dwellings  in  an  entirely  undeveloped  locality  far  removed  from  the  neces- 
sary utility  and  sanitary  accommodations." 

]\Iyeon  a.  Stevens, 
City  Clerk,  City  of  Dearhorn. 
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July  9,  1942. 


MEM0R.\NDUM   on   the  WlLLOAV   RUN    PROBLEM   BY   FkANK   W.    HeRRING,    ASSISTANT 

Director 

The  conversion  of  the  automobile  industry  to  war  production  and  the  erection 
of  gigantic  new  armament  plants  in  the  Detroit  area  makes  southeastern  Michigan 
the  most  important  production  area  in  the  entii'e  arsenal  of  democracy.  Antici- 
pated employment  figures  indicate  that  there  will  be  a  large  labor  deficit  that 
will  have  to  be  met  by  worker  in-migration.  It  is  not  unlikely  that  there  will  be 
an  increase  in  population  of  such  magnitude  as  to  present  the  danger  of  severe 
community  congestion.  With  such  congestion  might  come  clogged  transportation 
lines,  insanitary  conditions,  rapid  labor  turn-over,  lowered  worker  morale,  and 
low  productive  efficiency.  Clearly  such  conditions  must  be  prevented  lest  the 
operations  of  the  war  plants  themselves  be  interfered  with. 

Because  of  its  location,  the  Ford  Bomber  Plant  at  Willow  Run  creates  a  special 
problem.  It  must  be  considered,  first,  as  a  problem  in  itself,  but  as  it  is,  after  all, 
part  of  the  larger  regional  problem  it  must  also  be  considered  in  its  relation  to 
the  entire  production  of  the  Detroit  area. 

Mary  studies  of  the  situation  have  been  made  by  the  Federal  agencies  re- 
sponsible for  different  aspects  of  the  problem,  including  the  Federal  Works 
Agency,  National  Housing  Agency,  Office  of  Defense  Health  and  Welfare  Serv- 
ices, Labor  Supply  Division  of  the  War  Production  Board,  the  War  Production 
Board's  Regional  Office  at  Detroit  and  the  National  Resoui'ces  Planning  Board. 
In  addition,  those  agencies  have  had  the  cooperation  and  assistance  of  State  and 
local  agencies,  official  and  unofficial,  like  the  Michigan  State  Highway  Depart- 
ment, the  Detroit  Regional  Defense  Council.  Michigan  State  Department  of 
Health,  the  Mayor's  Committee  on  Housing  and  the  Public  Works  Round  Table 
Group,  made  up  of  the  public  works  officials  of  the  area.  From  these  studies, 
there  have  been  prepared  plans  for  housing  and  community  facilities  which,  in 
the  judgment  of  the  National  Housing;  Agency  and  the  Federal  Works  Agency, 
are  best  suited  to  avoid  impeding  the  war  program. 

This  memorandum  is  for  the  purpose  of  presenting  the  major  outlines  of  the 
problem  and,  in  sunnnary  form,  the  program  proposed  to  take  care  of  the 
situation. 

labor  requirements 

Basic  to  the  problem,  of  course,  is  the  amount  of  war  production  scheduled 
for  the  area  and  the  resultant  labor  requirements.  The  magnitude  of  the 
housing,  transportation  and  community  facilities  tasks  is  determined  primarily 
by  the  amount  of  employment  to  be  anticipated. 

On  February  26,  1942,  the  U.  S.  Employment  Service  presented  a  memorandum 
on  employment  trends  in  the  Wayne  County  area  which  indicated  that  total 
manufacturing  employment  would  reach  742,000  when  the  war  peak  arrived. 
This  figure  was  subdivided  by  areas  within  the  Detroit  region  and  the  subarea 
including  the  Willow  Run  Bomber  Plant  had  a  war  peak  employment  of  98,000 
forecast.  In  transmitting  his  report  on  labor  estimates.  General  Frank  J.  Mc- 
Sherry,  Deputy  Director  for  Labor  Supply  and  Ti-aining  for  the  War  Production 
Board,  states  "To  the  extent  that  we  can  induce  employers  to  place  women  in 
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jobs  formerly  filled  by  men,  and  to  the  extent  that  we  can  induce  women  not 
ordinarily  seeking  work  to  accept  jobs,  we  can  reduce  the  amount  of  migration 
required,  but  it  appears  extremely  unlikely  that  it  can  be  reduced  below  140,000 
workers  and  it  might  well  be  more  than  200,000."  The  U.  S.  Employment 
Service,  on.  the  basis  of  this  estimate  of  total  employment  needs,  made  a  forecast 
of  worker  in-migration  of  approximately  190,000.  These  estimates  were  pre- 
sented to  the  agencies  concerned  and  formed  the  first  basis  of  planning  for  the 
solution  of  the  problem. 

On  April  16,  1942,  a  new  estimate  of  labor  requirements  was  prepared  in  the 
Detroit  office  of  the  War  Production  Board.  During  the  intervening  months,  a 
number  of  additional  war  contracts  had  been  placed  in  the  Detroit  area. 
Nevertheless,  the  new  estimate  was  that  the  total  labor  demand  would  be 
■685,000  which  would  involve  a  minimum  labor  shortage  of  75,000.  However, 
this  estimate  had  attached  to  it  several  pages  of  discussion  which  were  pre- 
sented as  "essential  to  an  adequate  evaluation  of  the  validity  of  the  foregoing 
estimates  of  labor  shortage."  In  that  discussion,  it  was  pointed  out  that  the 
new  estimate  was  based  upon  manufacturers  forecasts  aggregating  750,000 
Avorker  to  be  needed  at  the  war  peak  (a  figure  quite  comparable  to  the  742,000 
estimated  by  the  U.  S.  Employment  Service  on  February  26).  This  750,000 
had  been  "arbitrarily  reduced  by  65,000  workers  to  account  for  expected  pro- 
duction efficiencies."  Furthermore,  the  estimate  was  based  upon  an  assumption 
that  80.0IJO  women  now  resident  in  Detroit  would  be  employed  in  industry.  In 
discu.ssing  the  estimate,  it  was  stated  "Tn  order  to  forestall  this  shortage  increase 
it  is  vital  that  all  possible  impetus  be  given  to  employers'  acceptance  of  women 
workers."  The  discussion  in  general  indicated  that  the  75,000  in-migration 
figure  should  be  considered  a  minimum. 

The  next  item  in  this  history  of  labor  estimates  is  a  letter  from  Mr.  Nelson 
to  Mr.  Kanzler  under  date  of  May  9,  1942,  instructing  him  to  establish  a  time- 
table for  moving  war  contracts  out  of  the  Detroit  region  so  as  to  avoid  con- 
gestion otherwise  to  be  feared.  On  jMay  18,  1942,  Mr.  Nelson  wrote  to  Mr. 
Blaudford,  Administration  of  the  National  Housing  Agency,  that  "an  excessive 
fimoiuit  of  material  and  manpower  will  have  to  be  diverted  to  housing  and 
public  utilities  if  total  manufacturing  emphjyment  in  the  Detroit  area,  Including 
Willow  Ilun,  is  permitted  to  exceed  approximately  675,0(X)  persons." 

On  May  22,  1942,  Mr.  Sullivan  Jones,  Chief  of  the  Housing  Priorities  Branch 
of  the  War  I'roduction  Board  addressed  a  memorandum  to  Mr.  James  S. 
Knowlson,  Director,  Division  of  Industry  (Operations,  in  which  he  stated  that 
lie  had  been  informed  that  "Due  to  changes  in  the  techniques  of  production,  the 
number  of  employees  in  the  Willow  Run  Ford  Bomber  Plant  will  be  reduced 
from  the  estimated  110,000  to  between  60.000  and  62,000."  On  May  28,  1942,  Mr. 
Ernest  Kanzler  advised  Mr.  William  Divers,  the  Detroit  Regional  Representa- 
tive of  the  National  Housing  Agency,  that  the  Ford  Motor  Company  had 
submitted  a  revised  estimate  on  ijeak  emplovmeut  at  the  Willow  Run  Bomber 
Plant  of  60,000. 

This  new  Willow  Run  estimate  did  not  occasion  a  revision  of  the  estimate  of 
labor  requirements  for  the  Detroit  region  as  a  whole.  On  June  7,  1942,  the 
War  Production  Board  issued  a  press  release  which  stated  that  "when  the  war 
peak  is  reached,  more  than  a  year  from  now,  746,000  employees  will  be  re- 
<iuired,"  and  remarking  further,  "the  area  may  still  face  a  shortage  at  war 
peak  of  about  157,000  workers."  In  view  of  the  apparent  discrepancy  between 
this  746.000  and  the  675.000  earlier  prescribed  by  Mr.  Nelson,  inquiry  was  made 
of  Mr.  Nelson's  office  as  to  how  the  figures  should  be  reconciled.  On  June  18, 
Mr.  Nel.son  wrote  to  Mr.  Delano  that  his  figure  of  675,000  was  still  firm  and  that 
the  746,000  should  be  viewed  as  a  forecast  of  peak  employment  by  Detroit 
industries  if  the  present  trend  was  allowed  to  continue.  The  letter  stated,  in 
part,  "It  is  in  order  to  prevent  such  a  peak,  with  consequent  strains  on  public 
facilities  and  housing,  from  being  reached  that  the  War  Production  Board  Is 
working  on  a  program  for  moving  contracts  out  of  the  Detroit  area." 

TR.VNSPORTATION    PROBLEM 

Detroit  developed  into  a  major  metropolis  during  the  years  in  which  the 
automobile  came  into  widespread  use  and  reliance  for  transportation  in  the 
entire  metropolitan  area  has  been  principally  upon  the  individual  automobile. 
The  only  mass  transportation  system  available  Is  represented  by  the  streetcar 
lines  and  bus  lines  operated  by  the  Detroit  Street  Railways,  which  is  munici- 
pally owned  and  operated.     The  Willow  Run  plant  is  situated  in  close  proximity 
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to  the  Michigan  Central  Railroad,  on  its  main  line  between  Detroit  and  Chicago^ 
some  25  miles  from  downtown  Detroit.  There  is  no  commnter  service  on  that 
line. 

A  study  of  the  transportation  problem  presented  by  the  bomber  plant  was 
made  early  in  February  by  Wilfred  Owen  of  the  National  Resources  Planning 
Board  staff.  It  accepted  the  prevailing  assumption  that  the  total  employment 
at  the  plant  would  be  100,0<J0.  At  that  time,  it  was  also  understood  that  the 
plant  would  operate  on  two  8-hour  shifts  per  day,  with  each  shift  change 
staggered  over  a  2i/l>-hour  period.  Mr.  Owen's  computations  allowed  for  one 
day  off  for  each  worker  per  week,  implying  that  86,000  workers  would  be  en- 
gaged at  the  plant  on  any  one  day,  43.000  coming  on  and  43,000  going  off  at 
each  change  of  shift.  On  the  assumptioji  that  the  geographical  distribution  of 
the  residences  of  the  Willow  Run  workers  would  be  similar  to  that  of  workers 
now  employed  at  the  Ford  River  Rouge  Plant,  calculations  indicated  that  there 
would  be  a  median  traveling  distance  to  the  plant  of  20  miles.  Facilities  had 
been  planned  at  the  plant  to  handle  140  buses,  to  carry  6,400  employees,  although 
officials  of  the  Detroit  Street  Railways  stated  that  the  use  of  buses  then  in 
city  service  could  not  be  considered.  Prior  to  the  time  that  the  Willow  Run 
problem  came  up,  Detroit  Street  Railways  had  put  in  an  order  for  500  new 
buses,  merely  to  replace  obsolete  equipment.  They  estimated  that  an  additional 
500  buses  would  be  required  for  the  transportation  of  35%  of  the  Willow  Run 
workers.  Informal  advice  from  the  War  Production  Board,  however,  indicated 
that  the  allocation  of  that  many  buses  to  Detroit  out  of  the  total  amount  to 
be  manufactured  during  the  year  was  out  of  the  question. 

About  the  same  time  Mr.  Owen  made  his  study  of  rubbei--borne  transporta- 
tion, Mr.  Edgar  M.  Hoover,  also  of  the  staff  of  the  National  Resources  Planning 
Board,  prepared  a  memorandum  analyzing  the  use  of  rail  transportation  between 
Willow  Run  and  Detroit.  Mr.  Hoover  stated  that  the  principal  objections  to  using 
the  Michigan  Central  Railroad  were  (1)  no  passenger  cars  were  available; 
(2)  the  railroad  was  not  interested  in  providing  the  service;  and  (3)  the  Detroit 
station  (at  14th  Street  and  Michigan  Avenue)  is  badly  located  with  reference 
to  workers'  residence  areas  in  Detroit.  He  stated  that  even  if  the  railroad  could 
provide  service  between  Ypsilanti  and  the  Detroit  station,  there  is  insufficient 
bus  and  streetcar  equipment  and  street  capacity  to  carry  the  people  between 
the  station  and  their  homes  with  any  reasonable  speed. 

The  alternative  plan  suggested  by  Mr.  Hoover  was  to  utilize  the  Michigan 
Central  Railroad  from  Willow  Run  to  its  junction  with  the  Detroit  Terminal 
Railroad,  and  the  latter  road  as  a  distributing  passenger  line  around  the  city. 
The  Detroit  Terminal  Railroad  has  been  exclusively  a  freight  line  and  Mr. 
Hoover's  plan  would  require  the  construction  of  a  number  of  passenger-loading 
platforms  which  he  recommended  be  located  strategically  with  reference  to  the 
iirban  transit  routes.  Mr.  Hoover  stated  that  the  principal  objection  to  his 
suggestion  was  that  it  would  further  congest  the  trackage  of  the  Detroit  Terminal 
Railroad  as  well  as  of  the  Michigan  Central.  Mr.  Wall  of  the  Interstate  Com- 
merce Commission,  Mr.  Hoover  reported,  "is  of  the  opinion  that  any  attempt  to 
run  passenger  trains  on  this  route  would  seriously  disrupt  the  switching  of 
freight." 

A  meeting  was  held  in  Detroit  on  April  13,  1942,  sponsored  by  the  War  Produc- 
tion Board  and  the  Office  of  Defense  Transportation  to  consider  measures  to  be 
taken  to  assure  continued  transportation  for  workers  in  the  Detroit  area  despite 
the  shortage  of  rubber.  The  meeting  was  attended  by  about  75  people  represent- 
ing Federal,  State,  and  local  governments,  bus,  streetcar  and  railroad  officials, 
retail  stores,  schools,  labor,  and  Detroit  industries.  This  meeting  had  no  very 
constructive  outcome  with  the  exception  of  the  appointment  by  Mr.  Roberts  of 
the  Office  of  Defense  Transportation  of  a  committee  to  carry  on  attempts  to 
reach  a  solution  to  Detroit's  transportation  difficulties.  The  committee  included 
the  City  Traffic  Engineer,  General  Manager  of  the  Detroit  Street  Railways, 
General  Manager  of  the  Greyhound  Bus  Lines,  and  a  representative  of  the 
Ford  Motor  Company.  Railroad  representatives  at  the  meeting  stated  that  they 
would  not  be  in  a  position  to  provide  any  worker  transportation.  It  was  also 
indicated  that  it  would  be  quite  unwise  to  rely  upon  any  new  tires  for  private 
automobiles  in  view  of  the  national  rubber  situation. 

WATEH  SUPPLY  PROBLEMS 

Studies  of  the  water  resources  of  the  Detroit  region,  some  of  which  date  back 
to  1895,  have  unanimously  concluded  that  the  only  feasible  source  of  water 
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supply  for  any  large  population  in  Wayne  County  must  be  tlie  Detroit  River. 
Subsurface  water  resources  in  Wayne  County  are  almost  nonexistent  and  even, 
in  Washtenaw  County  are  rather  meager.  It  was  because  of  this  general  hydro- 
logic  situation  that  the  City  of  Detroit,  talking  water  supply  from  the  Detroit 
River,  has  been  the  provider  of  water  to  most  of  the  other  cities  and  towns  in 
the  area. 

Detroit's  water  supply  system  was  expanded  considerably  between  1927  and 
1930  through  the  construction  of  the  Springwells  Alteration  and  pumping  plant 
on  the  west  side  of  the  city.  Since  this  plant  expansion  was  provided,  however, 
the  demands  upon  the  system  have  increased  to  a  point  where  during  the  summer 
of  1940  the  entire  system  was  working  close  to  its  capacity. 

The  Detroit  water  supply  system  consists  of  three  different  service  areas  (low 
pressure,  intermediate  pressure,  and  high  pressure),  the  low  pressure  area  being 
fairly  close  to  the  pumping  plant  and  the  high  pressure  area  being  on  the  out- 
skirts. The  load  does  not  bear  uniformly  upon  these  three  services,  for  the  high 
and  intermediate  pressure  areas  are  now  taxed  to  capacity,  while  in  the  low 
pressure  area  there  are  unused  capacities  capable  of  providing  for  an  incrpase  of 
200,000  population.  This  situation  is  the  natural  result  of  the  outward  growth 
of  the  city  and  gradual  depopulation  of  its  core  during  the  past  generation.  In 
this  experience,  of  course,  Detroit  is  not  unique. 

Detroit  supplies  water  to  Dearborn  and  other  western  suburbs  and  even  supplies 
the  Village  of  Wayne  through  an  8-inch  line.  Transmission  capacity  beyond  the 
boundaries  of  Dearborn,  however,  are  very  limited  and  any  material  increase  of 
population  west  of  that  point  will  require  additional  supply  mains. 

The  water  supply  systems  of  Ann  Arbor  and  Ypsilanti  use  wells  as  a  source 
of  supply.  The  underground  resources  of  Washtenaw  County  arc  quite  limited, 
and  a  study  made  by  the  firm  of  Shoecraft,  Drury  and  McNamee  in  the  Spring 
of  1942  concluded  that  the  development  of  those  underground  sources  to  the  limit 
of  their  capacity  would  produce  water  enough  to  supply  an  additional  15,000 
population.  At  present  the  capacity  of  the  Ypsilanti  wells  is  1.5  million  gallons 
daily  and  the  Ann  Arbor  system  8  million  gallons  daily. 

During  the  construction  of  the  Bomber  Plant,  water  for  construction  purposes 
was  purchased  from  the  City  of  Ypsilanti  through  a  16-inch  line.  The  Ford 
Motor  Company  sank  three  wells  80  feet  deep  which  have  yielded  4,000  gallons 
per  minute  and  the  Company  is  building  a  water  filtration  plant  which  is  cross- 
connected  with  the  Huron  River. 

Quite  recently  the  Defense  Plant  Corporation  refused  to  approve  tapping  of  the 
Ypsilanti-Willow  Run  line  for  supplying  dormitories  proposed  for  construction 
close  to  the  plant. 

Early  in  March  the  facilities  of  the  Work  Projects  Administration  were  utilized 
to  make  a  survey  of  all  the  communities  in  Wayne  County  to  determine  their 
ability  to  absorb  additional  population.  The  data  assembled  dealt  with  capacity 
of  their  water  supply  and  sewerage  systems,  their  school  and  hospital  facilities, 
the  number  of  vacant  lots  available,  the  number  of  vacant  lots  served  with  water 
lines  and  sewer  lines,  and  much  other  information  of  that  character.  That  survey 
disclosed  a  number  of  vacant  lots  in  the  region  which  were  already  provided  with 
water  and  sewer  lines.  Close  study  of  the  data,  however,  discloses  that  many 
of  the  areas  so  provided  with  service  lines  are  inadequately  served  with  basic 
water  supply  or  sewage  disposal  facilities  and,  moreover,  the  greatest  number  of 
them  are  at  considerable  distances  from  the  Bomber  Plant. 

HOUSING  NEEDS  AND  LOCATION 

The  total  need  for  new  housing  in  the  Detroit  area  is,  of  course,  a  function  of 
the  total  in-migration  to  be  expected  and  the  extent  to  which  existing  shelter 
can  carry  a  greater  load.  For  the  Willow  Run  plant  itself,  however,  the  housing 
problem  is  also  a  function  of  transportation.  If  workers  at  the  Willow  Run 
plant  are  to  be  housed  in  those  parts  of  the  Detroit  area  already  adequately 
served  with  utilities,  the  problem  of  transporting  the  workers  assumes  its  greatest 
magnitude.  Conversely,  if,  in  order  to  minimize  the  transportation  load,  the 
workers  are  to  be  housed  in  close  proximity  to  the  plant,  the  task  of  supplying 
water,  disposing  of  sewage,  furnishing  power,  gas,  and  other  necessai'y  utilities 
will  be  minimized.  In  other  words,  the  choice  of  location  of  the  housing  for 
Willow  Run  workers  is  a  choice  between  a  transportation  problem  and  a  utilities 
problem.  The  transportation  problem  can  be  translated  into  terms  of  gasoline 
and  rubber  consumed  annually  in  transporting  the  workers  in  private  automobiles 
or  busses  or  the  tons  of  steel  and  other  metals  necessary  to  provide  railroad  trans- 
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portation  facilities.  Supplying  the  utilities,  on  the  other  hand,  can  be  translated 
into  terms  of  steel,  copper,  lead,  cement,  asphalt,  lumber,  and  other  building 
materials  for  water  lines,  sewer  lines,  power  lines,  gasoline  lines,  schools,  and 
the  like. 

In  an  effort  to  arrive  at  the  proper  balance,  the  National  Housing  Agency, 
working  in  close  relation  with  the  National  Res'ources  Planning  Board  and  the 
Federal  Works  Agency,  has  developed  a  program  of  housing  for  the  Willow  Run 
workers.     That  program  as  of  June  16,  1042,  consisted  of — 

(1)  10,000  dormitory  units  to  be  constructed  with  public  funds  to  be 
located  in  close  proximity  to  the  plant ; 

(2)  8,000  light  housekeeping  apartments  for  married  couples  to  be  con- 
structed with  public  funds  and  located  close  to  the  plant ; 

(3)  7,900  family  dwelling  units  for  families  with  children  to  be  built  with 
public  funds  located  in  Washtenaw  Comity  in  close  proximity  to  the  plant ; 

(4)  7,100  family  dwelling  units  to  be  constructed  with  public  funds  to  be 
located  in  Wayne  and  Inkster ; 

(5)  10,000  privately  built  dwellings  in  the  western  portion  of  the  Detroit 
industrial  region  including  Dearborn,  Melvindale,  Allen  Park,  Inkster, 
Garden  City,  Wayne,  Ypsilanti,  Ann  Arljor^  and  adjoining  areas. 

UXrLl'J'Y  NEEDS 

In  order  to  serve  tlie  housing  to  be  located  at  Wayne,  it  will  be  necessary  to 
pi'ovide  more  water  from  the  Detroit  system  than  can  be  supplied  through  the 
existing  S-inch  line.  The  Wayne  County  Road  Commission  (which  has  much 
of  the  character  of  a  county  public  works  department)  has  sponsored  a  W.  P.  A. 
project,  which  has  been  approved  by  the  President,  for  a  4S-inch  line  out  Michi- 
gan Avenue  from  Oakwood  Boulevard  to  Wayne  Road.  It  is  estimated  that 
about  six  months  will  be  necessary  to  complete  the  construction. 

To  supply  the  water  for  the  poi)ulation  sclieduled  to  be  located  in  close  prox- 
imity to  the  plant,  a  supply  of  water  beyond  the  capacity  of  the  local  sources 
will  be  required.  Consequently,  an  extension  of  the  water  line  out  iMichigan 
Avenue  from  Wayne  Road  to  the  housing  sites  has  also  been  proposed  to  the 
Federal  Works  Agency  as  a  War  Public  Works  Project  by  the  Wayne  County 
Road  Commission.  This  project  has  also  been  approved  by  the  President. 
The  line  was  originally  proposed  as  of  42-inch  diameter  but  has  been  redesigned 
by  the  Federal  Works  Agency  and  api)roved  as  a  30-  or  36-inch  line,  depending 
upon  the  amount  of  housing  to  be  built. 

In  order  to  make  possible  the  supply  of  an  adequate  amount  of  water  into 
these  lines,  it  may  be  necessary  to  expand  the  filtering  and  pumping  capacity 
of  the  Detroit  west  side  water  plant  located  at  Warren  Avenue  and  the  Detroit 
Terminal  railroad. 

In  addition  to  these  water  supply  lines,  sewerage  and  sewage  disposal  facili- 
ties will  be  necessary,  althougli  specific  proposal  for  sewerage  projects  have 
not  yet  been  fully  presented.  In  all  likelihood,  the  housing  at  Wayne  can  be 
served  by  being  drained  into  the  Detroit  and  Wayne  County  sewerage  systems. 
For  the  population  to  be  located  close  to  the  plant,  it  has  been  proposed  that  a 
sewer  be  constructed  to  empty  into  the  Huron  River  at  French  Landing  at  which 
point  a  sewage  treatment  plant  would  be  necessary  to  avoid  pollution  of  that 
body  of  water. 

Needs  for  power  supply  for  electric  lines,  telephone  service,  and  other  utilities 
for  the  new  liousing  have  not  yet  been  presented. 

SUMMARY 

The  question  of  housing  location  is  basic  to  the  problem  of  providing  shelter 
for  the  workers  of  the  Willow  Run  plant.  This  problem  in  turn  becomes  one  of 
finding  the  proper  balance  between  the  critical  materials  necessary  to  transport 
thousands  of  workers  long  distances  and  the  equally  critical  materials  necessary 
for  public  utilities  if  the  amount  of  worker  transportation  is  to  be  minimized. 
The  determinations  of  the  National  Housing  Agency  have  been  made  in  this 
light.  The  utilities  proposed  l)y  the  Federal  Works  Agency  are  those  which  will 
be  necessary  to  serve  the  housing  recommended. 
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Exhibit  No.   548 

Statement  of  the  Ann  Aebor  Rf:AL  Estate  Boaed,  Ypsilanti  Real  Estate 
BoAED,  AND  Ann  Aebor  Builders  Association  Relative  to  Theik  Position  on 
the  Erection  of  Pebmanent  Housing  at  Cherry  Hill,  Submitted  to  the 
Truman  Commtitee,  Washington,  I).  C. 

The  combined  membership  of  the  Ann  Arbor  Real  Estate  Board,  the  Ann  Ai'bor 
Builders  'Association,  and  the  Ypsilanti  Real  Estate  Board  feel  obligated  to 
oppose  the  "permanent  housing"  policy  now  being  projected  for  the  Cherry  Hill 
area  of  the  Willow  Rim  Bomber  plant. 

The  Committees  representing  tliese  trade  organizations  have  studied  the 
reports  submitted  by  the  following  men : 

]Mr.  Henry  E.  Riggs,  a  nationally  known  civil  engineer. 

Mr.  W.  J.  Guinan,  Executive  Secretary  of  the  National  Home  Builders 
Association  and  Executive  Secretary  of  the  Builders  Association  of  Metro- 
politan Detroit. 

Mr.  George  Meader,  Prosecutor  of  Washtenaw  County. 

The  Committee  agrees  with  tlie  facts  and  figures  presented  in  these  reports 
and  thougli  we  find  occasion  to  quote  from  them,  we  wish  to  avoid  repeating 
any  data  covered  in  these  reports  as  far  as  possible. 

We  believe  that  as  Real  Estate  Brokers  and  Home  Buiders,  we  have  an  honest 
"selfish  reason"  to  fight  for  tlie  continuance  of  our  business.  We  believe  that 
it  is  the  duty  of  the  Government  to  allow  any  business  to  maintain  itself  unless 
tliat  business  clearly  conflicts  with  tlie  war  effort.  It  is  our  contention  that, 
we,  as  Builders  and  Brokers  could  be  a  definite  help  to  the  war  housing  move- 
ment under  proper  Governmental  leader.ship. 

We  are  firmly  convinced  that  if  the  housing  situation  had  been  carefully 
though;  out  and  properly  managed  by  ONE  Government  Agency  that  this  con- 
fusion and  delay  could  have  been  avoided.  We  repeat,  there  has  been  too  many 
agencies  and  too  much  bureaucratic  red  tape,  which,  combined  with  the  political 
pressure  of  labor  groups  has  led  to  the  prest  nt  coufusioii. 

We  believe,  it  is  also  the  duty  of  the  Truman  Committee  to  consider  the 
position  of  property  holders  in  and  near  the  established  cities  of  Ann  Ai'bor 
and  Ypsilanti.  We  contend  that  owners  of  improved  property  as  well  as  vacant 
property  would  be  greatly  damaged  by  being  forced  to  compete  with  a  "war 
city"  entirely  financed  and  maintained  by  Government  funds.  Owners  of  vacant 
proper;y  would  be  especially  hard  hit. 

By  assigning  critical  materials  to  public  housing  bureaus  instead  of  jirivate 
builders,  the  Government  automatically  kills  the  demand  for  all  vacant  prop- 
erty in  and  near  these  cities.  Many  of  these  lots  are  improved,  others  are 
partially  improved.  IMost  of  this  land  lies  in  the  path  of  the  normal  develop- 
in  n(  of  these  cities. 

Feeling  that  thes^e  wou'd  be  logical  areas  for  expansion,  the  City  of  Ypsilanti 
requested  Government  aid  for  the  expansion  of  s^wer  and  water  facilities.  This 
request  was  made  in  May  to  the  F.  W.  A.  We  believe  your  Committee  should 
find  out  why  nothing  has  been  done  about  it.  It  is  the  contention  of  our 
Committee  that  this  is  the  logir-a]  area  for  expansion. 

It  was  brought  out  in  M'".  Guinan's  report  that  several  months  ago,  Federal 
Housing  Officials  urged  private  builders  to  redouble  their  efforts  in  the  D?troit 
area.  Federal  Housing  Officials  also  requested  similar  effort  from  the  builders 
and  brokers  in  the  Ann  Arbor  and  Ypsilanti  areas.  We  assumed  these  Officials 
were  rear'^y,  willing  and  able  to  cooperate  with  us  on  an  extensive  building  pro- 
gram. We  still  believe  they  are  ready.  But  no  Builder,  Broker,  or  Federal 
Housing  Official  present  at  this  meeting  believed  we  would  have  to  combat  the 
bureaucratic  bungling  and  the  competition  of  politically  powerful  labor  groups 
that  has  .so  far  stalled  the  pragram  of  the  private  builder.  iVs  a  result  little 
building  has  been  completed  and  two  business  groups  have  been  virtually  forced 
out  of  business. 

In  delving  into  the  matter  of  critical  materials,  we  believe,  IMr.  Riggs'  report 
will  show  that  the  volume  of  these  materials  will  not  only  be  larger  but  that 
the  ultimate  cost  to  the  taxpayer  will  be  greater.  Mr.  Riggs  in  his  report 
stres.ses  the  point  of  using  the  established  areas  now  improved  or  that  can 
be  improved  by  the  expansion  of  normal  city  facilities. 
.^11932—42 — pt.  12 29 


5396      INVESTIGATION   OF   THE   NATIONAL    DEFENSE    PROGRAM 

As  to  the  critical  materials  that  are  actually  needed  for  house  construction, 
we  have  seen  no  proof  by  the  Government  that  their  plan  will  save  either 
materials  or  man  hours  of  labor. 

There  are  also  many  problems  concerning  taxation  and  County  Government 
that  have  apparently  received  no  consideration  by  the  housing  agencies.  Mr. 
Header's  report  covers  these  problems  and  presents  many  questions  that  should 
be  answered  to  the  reasonable  satisfaction  of  the  citizens  of  this  County.  We 
believe  we  have  the  right  to  know  something  about  the  Government's  future  use 
and  administration  of  such  a  "city"  before  it  is  erected. 

Let  us  also  consider  the  economic  aspect  of  this  group  of  6,000  houses  after 
the  war.  It  is  admitted  by  the  F.  P.  H.  A.  that  practically  all  of  the  tenants 
will  be  skilled  workers  with  membership  in  one  of  the  large  labor  groups. 

Let  us  assume  for  example  that  one-third  or  2,000  of  these  houses  are  vacated 
due  to  lack  of  industrial  employment.  This  amount  of  vacancy  will  completely 
destroy  the  real  estate  market  in  this  area  for  years  to  come.  It  would  also  have 
a  tremendous  effect  upon  the  holders  of  rental  property  in  this  areai 

While  it  is  true  that  the  Government,  according  to  F.  P.  H.  A.  Officials,  will 
make  a  token  payment  in  lieu  of  taxes,  we  must  not  forget  that  the  same  people 
paying  local,  state,  and  federal  taxes  in  this  area  are  being  doubly  taxed  if  asked 
to  support  a  Government  enterprise  that  automatically  impairs  the  value  of  their 
holdings. 

We  wish  to  go  on  record  as  definitely  stating  that  we  are  not  opposed  to  a 
reasonable  number  of  "temporary  dormitories"  or""temporary  light  housekeeping" 
units.  We  do  want  to  state  the  need  for  a  large  amount  of  permanent  housing. 
We  believe  this  job  should  be  done  by  local  Broker  and  Builder.  We  believe  we 
are  entitled  to  exist  under  a  system  of  free  enterprise  as  long  as  and  until  the 
Federal  Government  can  honestly  prove  that  their  plan  will  serve  the  war  effort 
better.  We  repeat  again  that  no  time,  no  materials,  no  money,  or  no  man-hours 
of  labor  will  be  saved  under  the  proposed  Government  plan.  Frankly,  we  believe 
it  is  folly  to  save  the  world  at  the  cost  of  America's  own  free  institutions.  Such 
tactics  as  our  group  has  been  subjected  make  "hollow  mockery"  of  "Victory"  for 
American  ideals. 

In  closing,  we  want  to  emphasize  the  fact  that  we  are  ready  and  willing  at  all 
times  to  cooperate  with  the  Government  on  any  reasonable  program.  We  believe 
we  have  the  right  to  live  and  continue  in  business,  and  all  we  ask  is  honest  and 
fair  cooperation. 

Respectfully  submitted. 

The  Ann  Arbor  Real  Estate  Board, 

V.  O.  Nelson,  Pres. 

Eve  M.  Ball,  Secty. 

The  Ypsilanti  Re:al  Estate  Board, 

Fred  M.  Green  street,  Pres. 

Earl  L.  Freeman,  Secty. 

The  Ann  Arbor  Builders  Association, 

Leo  p.  Meyers,  Pres. 

John  R.  MoMuller,  Secty. 


Exhibit  No.  549 

Great  Lakes  Greyhound  Lines,  Inc., 

Detroit,  Mich.,  June  21,,  19J,2. 
Mr.  Hugh  A.  Fulton, 

Chief  Counsel,  Washington,  D.  C. 
Dear  Mr.  Fulton  :  In  reference  to  your  telegram  of  June  24,  1942,  relative  to 
special  Senate  Committee  investigating  National  Defense  Program,  and  the 
hearing  which  they  will  hold  concerning  the  necessity  of  providing  housing  for 
Willow  Run  Plant,  said  hearing  to  be  held  on  July  1,  1942,  please  be  advised  as 
follows : 

Several  months  ago  the  Office  of  Defense  Transportation  at  Washington,  D.  C, 
through  their  representative,  Mr.  Roberts,  appointed  the  Office  of  Defense  Trans- 
portation committee  for  this  area,  with  particular  and  specific  reference  to  the 
Willow  Run  transportation  problem.     This  committee  has  had  several  meetings 
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and  as  a  result  of  its  investigation  of  same,  have  laid  out  a  bus  transportation 
system  to  properly  serve  tlie  Willow  Run  Bomber  Plant. 

I  am  attaching  herewith  public  folders  on  this  service,  supplied  by  the 
privately  owned  bus  companies  operating  in  this  area,  which  service  does  not 
include  the  service  between  the  Cities  of  Detroit,  Highland  Park,  and  Hamtramck 
to  and  from  the  Willow  Run  Bomber  Plant,  which  service  is  operated  by  the 
Department  of  Street  Railways,  City  of  Detroit,  Michigan. 

The  service  described  in  the  attached  folder  was  inaugurated  on  Saturday, 
June  6,  1942,  and  has  operated  every  day  since.  We  propose  to  continue  to 
operate  this  service  to  meet  the  real  demand  for  same.  The  history  of  the 
service  since  its  inauguration  to  date  has  been  that  it  has  carried  very  few 
passengers.  There  are  many  elements  responsible  for  this  situation,  however, 
we  feel,  as  transportation  operators  in  the  area,  that  we  have  a  very  definite 
responsibility  to  fulfill  in  connection  with  the  war  effort,  and  we  are  now 
obtaining  additional  reserve  equipment  to  fulfill  this  responsibility.  There  will 
unquestionably  be  changes  in  schedule  in  the  future  to  conform  to  real  public 
demand  for  this  service  and  to  meet  changes  in  shift  periods,  etc.,  as  the  employ- 
ment at  the  Willow  Run  Plant  is  increased.  We  will  meet  these  problems  as 
they  arise  and  make  such  adjustments,  including  inauguration  of  new  routes, 
where  necessary,  to  the  limit  of  our  ability. 

It  is  impossible  to  make  absolute,  definite  commitments  at  this  time,  due  to 
the  unknown  factors,  of  which  new  housing  in  the  area  and  the  location  of 
same,  is  one  very  definite  factor.  On  the  basis  of  our  positive  information  to 
date  and  the  results  of  our  investigations  and  experience,  we  know  that  there 
is  no  transportation  problem  in  regard  to  the  Willow  Run  Bomber  Plant  at 
this  time.  As  to  the  future,  we  feel  that  with  the  known  transportation  capacity 
in  the  area,  and  through  real  cooperation  of  all  concerned,  that  there  will  be 
no  transportation  problem  that  we  cannot  satisfactorily  meet. 

Mr.  Thomas  H.  Nicholl,  of  the  Oflice  of  Defense  Transportation,  has  been  in 
constant  attendance  at  the  committee  meetings  on  the  above  subject. 

Trusting  this  is  the  information  you  require,  I  remain 
Very  truly  yours. 


PLR  N 


P.  L.  Radcliffb, 
General  Traffic  Manager. 


Exhibit  No.  550 

Statement  by  Glenn  R.  Brayton,  Chairman  of  Housing  and  Transportation 
Committee  of  Local  Union  50,  UAW-CIO 

The  following  statement  is  a  result  of  a  study  conducted  by  Local  Union  50, 
UAW-CIO  among  over  a  thousand  workers  at  the  Willow  Run  Plant.  The  study 
was  made  in  the  hope  of  getting  some  factual  information  concerning  the  difii- 
culties  of  the  majority  of  the  workers  in  getting  to  and  from  work  at  the 
Bomber  Plant. 

The  problem  of  transportation  out  to  the  Ford  Bomber  Plant  is  perhaps  one 
of  the  most  serious  problems  in  terms  of  production  that  we  will  have  to  face. 
With  employment  only  a  little  more  than  one-third  of  what  it  will  be  at  the 
peak,  transportation  diflSculties  are  already  threatening  to  become  a  major 
bottleneck  in  the  plant  operation.  What  will  happen  during  the  winter  months 
when  bad  weather  creates  additional  difficulties  and  slows  up  traffic  in  general 
by  obstructing  the  highways,  while  the  shortage  of  tires  aggravates  the  situation, 
is  beyond  comprehension.  It  is  obvious  though  that  much  productive  manpower 
and  productive  time  will  be  lost,  and  is  being  lost  at  the  present. 

For  example,  a  recent  survey  referred  to  above  shows  that  almost  70%  of  the 
workers  travel  over  30  miles  a  day  going  to  and  from  work ;  43%  spend  over  an 
hour  going  one  way  from  their  homes  to  the  Plant,  and  46%  spend  over  an 
hour  getting  from  the  Bomber  Plant  to  their  homes.  A  table  showing  the  results 
of  this  survey  is  available  for  the  record. 

A  bus  line  was  recently  established  to  lead  from  Detroit  to  the  Willow  Run 
Plant.  Because  this  bus  must  return  to  Detroit  deadhead,  a  higher  rate  of  fare 
was  charged.    Round-trip  fare  for  this  bus  is  90^  per  day.    Actual  riding  time 
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on  the  bus  from  Detroit  to  the  Plant  is  65  minutes.  This  does  not  take  into 
consideration  the  time  spent  in  getting  from  the  worker's  home  to  the  station 
where  tlae  bus  picks  up,  nor  the  time  talcen  getting  from  the  bus  to  the  Plant 
itself.  In  addition  to  this  bus  line  running  from  Detroit,  workers  are  also 
commuting  from  Pontiac  and  as  far  away  as  Toledo.  The  time  required  from 
Pontiac  to  the  Plant  is  1  hour  and  40  minutes  app.  time.  The  round-trip  fare 
for  this  trip  is  $1.70. 

I  have  also  had  occasion  to  make  an  independent  field  study  of  the  living  con- 
ditions among  those  people  who  have  settled  in  the  area  around  the  Bomber 
Plant.  I  have  seen  trailer  camps,  parked  so  closely  together  they  were  almost 
touching,  and  with  water  facilities  more  than  a  hundred  yards  away.  I  have  seen 
people  living  without  any  water  supply  or  sewage — living  in  tar  paper  shacks, 
and  old  tool  sheds.  Children  are  sleeping  in  the  backs  of  cars  while  the  rest 
of  the  family  makes  out  as  best  they  can  in  small  trailers. 

While  working  in  the  plant  I  have  had  hundreds  of  people  come  to  me  request- 
ing quit  slips  because  they  could  not  stand  their  living  conditions  nor  the  diffi- 
culties involved  in  getting  to  work  every  day.  The  Union  has  consistently  asked 
people  to  stay  on  the  job  because  they  felt  the  need  for  workers  at  the  Bomber 
Plant  is  acute.  It  would  be  impossible,  however,  to  consider  holding  these  people 
to  their  jobs  during  the  winter  months  when  the  lack  of  adeqviate  housing  makes 
it  necessary  for  them  to  leave  if  they  are  to  protect  their  health  and  welfare. 

The  housing  problem  has  become  the  major  problem  facing  our  Local  Union. 
We  look  upon  housing  as  a  tool  of  production.  AVe  feel  that  housing  must  be  put 
at  the  closest  possible  point  to  the  Bomber  Plant  to  insure  that  workers  will  be 
able  to  get  to  work  and  will  be  able  to  do  a  day's  work  after  they  get  there. 
From  our  Local  Union  standpoint,  the  present  site  selected  for  the  Bomber  City 
is  the  most  logical  one.  It  is  the  only  place  with  any  proximity  to  the  Bomber 
Plant  that  can  be  utilized  for  a  large  scale  housing  project.  The  site  selected  is 
within  walking  distance  from  the  town  center  to  the  Bomber  Plant  (2.5  miles). 

Our  entire  union  membership  has  been  waiting  patiently  for  some  housing  to 
actually  be  constructed  near  the  site  of  the  Plant.  For  many  months  now  they 
have  heard  of  the  various  programs  which  were  being  planned  out  in  this  area. 
These  workers  are  asking  for  housing  located  close  to  the  Plant  for  only  one 
reason — ^they  feel  it  is  necessary  to  have  suitable  living  quarters  which  will 
guarantee  that  they  can  get  to  work  to  do  the  job  they  feel  is  necessary  in  turn- 
ing out  these  bombers  so  vital  to  our  war  effort. 

We,  in  the  Local  Union,  are  already  faced  with  a  terrific  housing  and  trans- 
portation problem.  Further,  we  know  that  the  Plant  has  not  yet  gotten  into 
production;  and  we  know  that  when  the  Plant  gets  into  production  it  will  be 
impossible  to  meet  housing  and  transportation  problems  with  existing  facilities. 
Additional  housing  must  be  built  and  must  be  built  before  the  winter  months  set 
in  if  we  are  to  go  ahead  as  planned  with  the  mass  production  of  bombers  at  the 
Plant. 

Recently  I  made  a  check  of  the  tires  on  the  automobiles  in  the  parking  lot. 
This  examination  brought  out  very  sharply  how  close  we,  at  the  Plant  are  to  a 
complete  break-down  in  transportation  facilities.  We  have  instituted  swapping 
rides  campaigns  and  have  worked  to  get  other  transportation  facilities  in  use. 
Examination  of  the  cars  in  the  parking  lot  indicated  that  it  won't  be  many 
months  before  a  large  part  of  the  cars  now  being,  used  to  transport  workers  to 
their  jobs  will  be  lacking  rubber  tires. 

Our  Local  Union  is  urging  that  at  least  a  minimum  program  be  instituted  at 
once ;  that  preconstruction  work  contimie  on  the  rest  of  the  project  while  the 
controversy  is  being  resolved.  We  ask  that  every  effort  be  made  to  speed  up 
this  housing  project  and  to  get  some  houses  built  out  in  this  area,  regardless  of 
any  other  consideration.  We  recognize  fully  that  critical  materials  are  scarce 
but  we  also  recognize  that  there  is  little  point  in  supplying  critical  materials 
to  a  plant  located  some  30  miles  from  any  existing  labor  supply  if  you  cannot 
get  that  labor  supply  to  the  plant. 
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Ford  Bomber  Plant  transportation  survey 

I.   AVEEIAGE  MILEAGE  BETWEEN   HOME  AND  PLANT 


Percent  of 
Mileage :  Workers 

0-5 9.  0 

6-10 7.  3 

11-15 13.  4 

16-20 14.  2 

21-25 18.  8 

26-30 16.  9 

31-35 8.  8 

36^0 5. 2 

41-45 2.  0 

46-50 1.  0 

51  and  over 1.  9 

No  Report 1.  5 


One  Way :  Percent 

Under  20  Miles 43.  9 

Over  20  Miles 54.6 

No  Report 1. 5 

Botb  Ways : 

Under  30  Miles 29.  7 

30-60  Miles 49.  9 

Over  60  Miles 18.9 

No  Report 1. 5 


100.0 


H.   AVERAGE  TIME  SPENT  GOING  FROM  HOME  TO  PLANT 


Percent  of 
Minutes :  Workers 

0-14 1.  3 

15-29 11.  9 

30-44 21.  7 

45-59 21.  7 

60-74 18.  8 

75-89 12.  3 

90-104 8. 1 

105-119 1.  3 

120  and  over 2.  3 

No  Report 0.6 


Recapitulation :  Percent 

Less  than  30  minutes 13. 2 

30  minutes  to  1  hour 43.  4 

1  hour  to  1 1/>  hours 31. 1 

11/2  to  2  hours 9. 4 

Over  2  hours 2.  3 

No  Report 0.  6 

Combined  total  spending  over 

1  hour 42.8 


100.0 


m.   AVERAGE  TIME  SPENT  GOING  FEOM  PLANT  TO  HOME 


Percent  of 
Minutes :  Workers 

0-14 1.  3 

15-29 10.  9 

3CM4 19.  4 

45-59 21.  5 

60-74 21.  5 

75-89 10.  0 

90-104 10.  6 

105-119 2.  3 

120  and  over 2. 1 

No  Report 0.4 


Recapitulation :  Percent 

Less  than  30  minutes 12.  2 

30  minutes  to  1  hour 40.  9 

1  hour  to  ly^  hours 31.  5 

11/2  to  2  hours 12.  9 

Over  2  hours 2. 1 

No  Report 0.  4 

Combined  total  spending  over 

1  hour 46.  5 


100.0 


IV.   AVERAGE  DRIVING   TIME    fAUTO)    SPENT  GOING  BOTH   Vi^ATS 


.,,.       .  Percent  of 

Mmutes :  workers 

1-30 4.  2 

31-60 14.  8 

61-90 26.  9 

91-120 20.  5 

121-150 17. 1 

151-180 10.  2 

181-210 3.  S 

211-240 1.  0 

241  and  over 0.  9 

No  Report 0.  6 

100.0 


Recapitulation :                               Percent 
Less  than  1  hour 19.0 

1  to  2  hours 47.4 

2  to  3  hours 27.3 

3  to  4  hours 4.  8 

Over  4  hours 0.  9 

No  report 0.  6 

Combined  total  spending  over 

2  hours—, 33.6 
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Exhibit  No.  551 

FoBD  Motor  Company, 
Alexandria,  Va.,  July  22,  1942. 
Hon.  Haery  S.  Truman, 

Chairman,  the  Special  Committee  Investigating  the 

National  Defense  Program,  Washington,  D.  C: 

The  Ford  Motor  Company  objects  to  the  permanent  housing  project  contemplated 
by  the  Federal  Public  Housing  Authority  on  farm  property  adjacent  to  the  Ford 
Willow  Run  Bomber  Plant  primarily  because  of  the  wasteful  use  of  critical  war 
materials  on  a  project  that  is  unnecessary. 

Neither  the  Ford  Motor  Company  nor  any  of  its  oflBcials  object  to  the  erection 
of  necessary  temporary  housing  facilities  for  its  employees  for  the  duration  of 
this  war.  The  proposed  project,  however,  goes  beyond  any  needs  or  requirements 
for  housing  at  the  Bomber  Plant  and  beyond  any  contemplated  authority  granted 
by  Act  of  October  14,  1940  (Public,  No.  849,  76th  Congress),  pursuant  to  which  this 
project  is  attempted. 

The  Act  is  intended  to  supplement  present  housing  facilities  to  provide  homes 
by  the  Government  where  either  private  industry  has  failed  or  is  powerless  to 
provide.  It  most  certainly  was  never  intended  to  be  used  as  a  vehicle  for  social 
experimentation. 

The  attempt  on  the  part  of  the  Federal  Public  Housing  Authority  to  build  a  new 
city,  with  a  population  of  between  20,000  and  30,000  people,  to  accommodate  work- 
ers at  a  plant  devoted  completely  to  war  work  and  which  may  be  completely  shut 
down  at  the  end  of  the  war,  constitutes  not  only  a  wasteful  and  extravagant  use 
of  critical  materials  but  also  an  unnecessary  expenditure  of  public  funds. 

It  is  an  elementary  fact  that  more  materials,  and  more  money,  are  required 
to  build  a  new  city  on  an  open  field  and  on  useful  farm  land,  without  any  facilities 
or  utilities  than  to  supplement  existing  facilities  and  utilities  in  existing  munic- 
ipalities. Temporary  housing  and  even  permanent  housing,  sufficient  to  accom- 
modate all  housing  demands  from  employees  at  the  Bomber  Plant,  can  be  pro- 
vided  by  using  available  property  in  communities  surrounding  and  close  to  the 
Bomber  Plant,  such  ais  Ypslanti,  Wayne,  Inkster,  Garden  City,  Dearborn,  Belle- 
ville, Romulus,  Ann  Arbor,  Plymouth,  Melvindale,  Allen  Park  Lincoln  Park, 
and  others,  all  of  which  have  public  utilities  and  facilities,  which  with  minor 
additions  and  readjustments  could  be  made  to  accommodate  the  additional 
housing. 

In  February  of  1942,  the  Plymouth  Mail  summed  the  situation  up  in  this 
reasonable  manner : 

"Within  a  radius  of  15  to  18  miles  of  the  new  Bomber  Plant  are  eight  cities  and 
villages.  These  communities  have  churches,  schools,  recreational  opportunities, 
all  necessary  public  utilities,  water  and  sewage  systems,  paved  streets,  and 
thoysands  of  vacant  building  lots.  These  building  lots  in  Portsmouth,  Wayne, 
Dearborn,  Belleville,  Romulus,  Ypsilanti,  and  Ann  Arbor  are  immediately  avail- 
able for  home  construction.  They  are  sufficient  in  number  to  care  for  mere 
homes  than  are  necessary  for  Bomber  Plant  employees.  If  water,  sewage,  gas, 
and  electrical  extensions  are  necssary,  these  improvements  can  be  made  very  more 
readily  and  at  much  less  cost  than  new  improvements  can  be  planned  and 
constructed." 

The  Detroit  Free  Press  on  February  23,  1942,  speaking  editorially  in  opposition 
to  the  Willow  Run  Housing  Project,  among  other  things  stated : 

"Opposition  to  a  new  city,  which  is  shaping  up  at  Ypsilanti,  Wayne,  and  other 
interested  centers,  cannot  be  brushed  aside  as  a  selfish  expression  of  perverted 
community  pride.    The  points  advanced  make  too  much  sense. 

"Time  is  a  factor.  No  special  knowledge  of  building  construction  is  required 
to  comprehend  that  constructing  all  the  infinitude  of  public  necessities  required 
to  service  a  new  community  would  take  far  longer  than  to  expand  existing 
services  in  cities  and  towns  within  easy  reach  of  Willow  Run. 

"The  'boom  town'  aspect  is  a  factor.  It  would  be  impossible  to  erect  a  new 
city  without  inviting,  during  the  interim  before  its  completion,  frontier  condi- 
tions of  lawlessness,  filth,  squalor,  immorality,  and  attendant  epidemics  of 
disease." 

The  only  excuse  with  any  substance  of  merit  so  far  advanced  for  the  erection 
of  this  city  has  been  the  shortage  of  rubber. 

Tire  manufacturers  yesterday  assured  the  country  that  the  tire  problem  was 
a  myth. 
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A  report  dated  July  17,  1942,  made  by  a  committee  appointed  by  the  Division 
of  Local  Transport  of  the  Office  of  Defense  Transportation  of  Washington,  D.  C, 
clearly  indicates  that  this  transportation  problem  exists  only  in  the  minds  of 
the  proponents  of  this  social  experiment.     The  report  reads  as  follows: 

"On  Ajpril  13,  1942,  Mr.  Edward  A.  Roberts,  representing  the  Division  of 
Local  Transport  of  the  Office  of  Defense  Transportation,  Washington,  D.  C, 
appointed  a  committee  on  the  Willow  Run  Transportation  situation,  composed 
of  the  following  membership : 

Mr.  Fred  Nolan,  Department  of  Street  Railways,  City  of  Detroit,  Mr.  P.  L. 
RadclifEe,  Greyhound  Lines,  Mr.  H.  Mack,  Ford  Motor  Company,  Mr.  D.  Slutz, 
Traffic  Safety  Association,  Mr.  D.  Grant  Mickle,  Traffic  Engineer,  City  of  Detroit. 

"Mr.  Thomas  H.  Nicholl,  of  the  Office  of  Defense  Transportation,  was  desig- 
nated as  contact  man  to  work  with  the  Committee.  After  several  meetings 
starting  May  1,  1942,  during  which  all  angles  of  the  situation  were  studied, 
the  following  conclusions  were  reached : 

"1.  The  Department  of  Street  Railways,  City  of  Detroit,  would  handle  the 
transportation  of  the  Willow  Run  Employees  residing  in  the  Cities  of  Detroit, 
Highland  Park,  and  Hamtramck. 

"2.  The  privately  owned  bus  companies,  namely.  Greyhound  Lines,  Dearborn 
Coach  Company,  and  Short  Way  Lines  would  handle  the  transportation  of  the 
Willow  Run  Employees  residing  in  the  twenty-five  to  forty-mile  area  around  the 
Willow  Run  Plant,  exclusive  of  those  set  forth  in  (1)  above. 

"3.  The  Railroads  in  the  area  stated  that  their  trackage  was  too  busy  to  handle 
any  of  this  traffic.  However,  it  was  felt  that  their  services  would  not  be  needed 
at  this  time,  but  that  if  the  emergency  became  too  acute  in  the  future  they  would 
have  to  take  care  of  a  part  of  the  situation. 

"4.  Willow  Run  Employment  Records  revealed  the  fact  that  the  employees 
resided  in  112  communities  in  the  southern  part  of  the  State  of  Michigan.  Forty 
(40%)  percent  of  their  employees  resided  in  the  area  set  forth  in  (2)  above. 
A  few  of  these  60%  resided  in  communities  outside  of  the  forty-mile  area  and 
it  was  felt  that  the  distances  involved  were  too  far  to  commute  daily  and  that 
they  would  eventually  move  closer  to  the  Plant. 

"5.  Confidential  employment  forecasts  were  furnished  by  the  Ford  Motor  Com- 
pany and  they  supply  the  committee  members  with  a  report  every  ten  days  so 
that  forecast  and  trends  can  be  closely  checked.  These  ten-day  reports  show 
number  of  employees  residing  in  each  community  and  in  the  case  of  the  Cities  of 
Detroit,  Highland  Park,  Hamtramck,  Dearborn,  Melvindale,  Allen  Park,  and  a 
few  adjoining  townships,  this  area  is  divided  into  201  zones ;  each  zone  approxi- 
mately one-half  mile  square  and  the  employment  is  reported  by  shifts  for  each 
of  these  zones. 

"6.  Greyhound  Lines  started  two  routes  to  the  Willow  Run  Plant  on  April 
13,  1942,  the  Department  of  Street  Railways  inaugurated  their  first  route  from 
the  City  of  Detroit  on  May  7,  1942.  The  Greyhound  Lines,  Dearborn  Coach  Com- 
pany, and  Short  Way  Lines  inaugurated  the  balance  of  the  routes  set  forth  in 
attached  folder  on  June  6,  1942.  The  Department  of  Street  Railways  contem- 
plate inaugurating  additional  routes  from  various  points  in  the  area  they  are 
to  take  care  of  as  soon  as  employment  in  the  various  zones  increased  to  the  point 
where  service  is  required. 

"7.  Daily  records  are  kept  by  all  bus  lines  on  the  number  of  passengers  trans- 
ported by  route  and  by  trip  and  by  comparing  these  records  with  the  employ- 
ment records  we  develop  a  factor  known  as  'riding  habit,'  which  in  reality  is  the 
percentage  of  employees  using  the  bus  service.  The  trend  of  this  'riding  habit' 
is  being  closely  watched.  At  the  present  time  the  'riding  habit'  is  very  low  but 
it  is  contemplated  that  this  factor  will  increase  materially  as  the  curtailment  of 
private  car-riding  increases  due  to  the  tire  shortage. 

"8.  The  Michigan  State  Highway  Department  is  now  completing  the  building  of 
a  new  Industrial  Limited  Access  Highway  between  the  City  of  Detroit  and  the 
Willow  Run  Plant,  with  only  five  access  points.  This  high-speed  highway,  to- 
gether with  the  bus  loading  and  unloading  area  now  being  constructed  at  the 
Willow  Run  Plant  and  the  three-plane  highway  grade  separation  now  being 
constructed  in  front  of  the  Plant  will  permit  maximum  efficiency  in  the  opera- 
tion of  buses  between  the  labor  reservoir  in  Detroit  and  the  suburban  area  around 
Detroit  and  the  Willow  Run  Plant  and  thereby  reduce  the  travel  time  of  the 
workers  to  a  point  only  slightly  in  excess  of  that  now  reqviired  by  many  thousands 
of  workers  living  in  Detroit  and  working  in  Detroit.  These  facilities,  coupled 
with  the  division  of  this  traffic  as  set  forth  in  (1)  and  (2)  above  will  produce 
this  travel  time  element  result. 
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"9.  On  the  subject  of  bus  equipment  to  handle  this  traffic,  we  believe  a  sufficient 
quantity  will  be  available  to  handle  an  unprecedented  abnormal  expansion  of  this 
traffic  as  the  emergency  becomes  more  acute.  Many  pieces  of  equipment  are  being 
i-eleased  through  the  regulations  of  the  Office  of  Defense  Transportation  in  the 
curtailment  of  special  services  which  have  been  rendered  by  the  various  operators 
in  the  past ;  these  services  being  unnecessary  during  the  present  emergency. 
Some  of  the  operators  are  providing  a  bank  of  large  equipment  for  emergency 
use.  Pooling  of  equipment  and  variations  in  the  division  of  this  traffic,  resulting 
in  complete  efficient  use  of  the  equipment  will  be  accomplished  when  indicated 
and  will  provide  more  capacity.  Much  more  can  be  done  in  the  matter  of  stag- 
gering of  hours  between  the  various  plants  than  has  been  accomplished  to  date. 
To  show  the  situation  graphically,  we  are  attaching  hereto  two  graphs.  Graph 
No.  1  shows  the  number  of  seats  operated  during  the  various  hours  of  the  day  by 
the  Department  of  Street  Railways.  Graph  No.  2  shows  the  suburban  equipment 
only  of  Greyhound  Lines  as  of  the  Middle  of  June  1942.  You  will  note  the  trans- 
portation capacity  available  in  off-peak  hours.  Should  the  emergency  become 
acute  enough  the  plant  hours  can  be  staggered  to  use  up  this  present  unused 
capacity  in  these  off-peak  hours.  As  the  emergency  becomes  more  acute  we  have 
every  confidence  that  all  concerned ;  namely,  Public,  Labor,  and  Management  will 
become  more  receptive  to  changes  in  normal  routine  as  presently  constituted. 
There  is  also  a  possibility  that  if  the  situation  becomes  acute  enough  to  require 
capacity  in  excess  of  that  available  by  buses  and  privates  automobiles  that  the 
Railroads  may  have  to  make  further  adjustments  to  take  CAi'e  of  that  traffic  that 
they  can  efficiently  handle. 

"10.  On  the  matter  of  rates  of  fare,  these  are  established  as  a  result  of 
density  of  traffic  and  costs  of  operation.  Present  rates  of  fare  are  not  out  of 
line  considering  present  low  traffic  density,  and  are  low  compared  with  the  cost 
of  driving  a  private  automobile  to  and  from  work.  As  the  density  of  traffic  in- 
creases it  will  be  possible  to  inaugurate  reduced  commuter  rates,  providing  the 
costs  of  operation  such  as  labor,  parts,  tires,  gasoline,  and  oil  do  not  increase 
above  the  income  revenue.  At  the  present  time  the  costs  of  operation  exceed  the 
revenue  derived,  but  the  operators  feel  that  this  situation  is  a  temporary  condi- 
tion and  a  definite  contribution  by  them  to  the  war  effort.  Experience  in  the 
past  teaches,  however,  that  this  type  of  service  is  in  a  low  bracket  as  far  as  com- 
pensatory features  are  concerned.  However,  by  complete  cooperation  of  all  con- 
cerned, commuter  reductions  may  be  possible. 

"11.  The  matter  of  housing  facilities  is  a  definite  factor  in  the  setting  up  of  a 
transportation  network.  As  transportation  men  we  must  know  the  origin  and 
destination  of  those  requiring  transportation  to  intelligently  set  up  a  trans- 
portation program.  In  this  case  we  have  set  up  a  transportation  system  based 
on  the  facts  at  hand.  Bus  transportation  is  the  most  flexible  means  of  mass 
transportation.  The  retention  of  present  routes  or  the  expansion  or  contraction 
of  these  routes  will  naturally  depend  on  the  use  that  is  made  of  the  present 
service  or  the  changes  in  basic  factors  that  take  place  in  the  future  that  will 
require  such  expansion  or  contraction.  History  reveals  that  home  establish- 
ment has  followed  transportation  and  other  common  utilities  such  as  water, 
sewage,  electricity,  etc.  During  the  past  twenty-five  years  the  development 
of  transportation  has  been  by  highways  and  highway  transport.  We  feel  that 
this  line  of  public  thinking  will  continue  and  have,  therefore,  set  up  the  trans- 
poi'tation  system  based  on  the  residence  of  the  workers  and  using  the  good 
highways,  pi-esent  and  proposed  as  the  connecting  link  to  the  travel  objectives. 
In  this  connection  we  feel  that  the  advent  of  the  Airplane  as  the  important 
instrument  of  war  that  it  has  developed  into,  will  again  affect  public  thought 
and  will  result  in  a  more  or  less  decentralization  development  along  the  highways 
in  smaller  communities.  Permanence  of  adjoining  employment  possibilities  will, 
of  course,  always  be  a  basic  factor  in  coming  to  a  conclusion  on  place  of 
residence." 

(Signed)     "Fekd  A.  Nolan, 
"General  Manager,  Department  of  Street  Railways,  City  of  Detroit. 

(Signed)     "P.   L.  Radcliffe, 
"General  Traffic  Manager,  Greyhound  Lines. 
(Signed)     "Geo.    L.   Hind, 

"Dearborn  Coach  Company."  • 

Charles  E.  Sorensen,  Vice  President  of  the  Ford  Motor  Company,  has  definitely 
assured  the  War  Production  Board  that  even  if  public  transportation  facilities 
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should  fail,  the  Ford  Motor  Company  is  ready  and  willing  to  keep  its  employees 
on'  wheels  by  retreading  tires  on  their  private  aiitomobiles,  and  that  only  a 
small  amount  of  crude  rubber  would  be  needed  to  retread  the  tires  of  those  em- 
ployees who  require  private  transportation. 

Mr.  Sorensen  says :  "The  Ford  Motor  Company  is  definitely  prepared  to  re- 
tread tires  in  our  Tire  Manufacturing  Plant  at  the  Rouge.  We  would  like  to 
have  the  Government  consider  this  factory  as  a  source  for  retreading  tires  for 
all  tires  that  are  used  by  our  employees  in  our  war  production  units. 

"If  we  were  given  control  over  our  129,000  employees  in  the  use  of  the  tires 
that  ai'e  necessary  to  carry  on  their  transportation,  we  can  set  up  a  fixed  plan 
for  doing  this  on  a  very  economical  b;!sis.  In  that  control  we  could  further 
regulate  the  number  of  people  that  would  ride  per  car.  The  same  thing  could 
apply  to  all  the  bus  transportation  requirements  that  go  along  with  our  war 
plants. 

"We  have  definite  experience  to  qualify  us  for  handling  this  kind  of  a  job. 
If  the  control  of  these  tires  is  put  in  our  hands,  we  will  have  daily  inspection 
of  all  cars,  and  the  moment  a  tire  shows  any  sisn  of  the  fabric  being  exposed, 
we  would  see  that  the  tire  is  removed  and  sent  in  for  retreading.  In  this  way 
the  falu'ic  construction  of  the  tire  is  never  destroyed.  It  is  the  most  valuable 
part  of  the  tire  and  under  the  circumstances  should  be  carefully  preserved. 

"The  Bomber  Plan  as  well  as  the  Rouge  is  laid  out  definitely  for  transporting 
men  to  and  from  work  by  automobile,  and  we  have  load  plans  so  the  men  only 
travel  a  minimum  distance  from  their  home  to  the  factory. 

"All  of  our  plants  here  as  well  as  everywhere  in  the  country  are  now  laid  out 
for  that  type  of  transportation.  If  our  transportation  is  not  handled  success- 
'fully,  everything  becomes  a  failure.  We  feel  certain  that  the  Ford  Motor  Company 
could  give  ample  proof  of  its  ability  to  carry  out  this  plan,  and  we  welcome 
any  investigation  or  check-up  that  is  necessary." 

(Signed)     "Chas.  E.  Sorensen." 

In  summary,  the  objections  of  the  Ford  Motor  Company  as  are  follows : 

(1)  That  critical  materials  which  might  be  used  in  the  construction  of  a 
permanent  city  with  necessary  utilities  can  be  employed  more  advantageously 
in  other  more  vital  war  production. 

(2)  That  adequate  transportation,  both  from  the  City  of  Detroit  and  from 
rural  communities  in  the  vicinity  of  Willow  Run,  can  be  provided. 

(3)  That  is  would  necessitate  the  immediate  employment  of  an  army  of  work- 
men estimated  at  from  twenty  to  forty  thousand  men,  whose  employment  could 
best  be  used  in  ohter  industrial  war  pursuits.  The  transportation  of  these 
workmen  would  require  full  service  immediately. 

(4)  That  the  Ford  Motor  Company  has  no  post-war  plans  and,  therefore,  the 
future  employment  at  the  Willow  Run  Pl&nt  is  incalculable,  and  that  even  the 
most  optimistic  guessers  would  not  anticipate  an  employment  at  that  plan 
after  the  war  of  over  fifteen  percent  of  peak. 

(5)  That  there,  is  no  possibility  of  absorbing  residents  of  that  district  in 
other  employment  in  the  neighborhood  in  such  large  numbers  as  that  anticipated 
in  the  proposed  F.  P.  H.  A.  City. 

(6)  That  the  building  of  "Bomber  City"  dies  not  eliminate  the  transportation 
problem — the  closest  point  of  the  chosen  site  being  two  miles  from  the  closest 
boundary  of  the  Willow  Run  Plant,  the  farthest  point  being  six  or  seven 
miles  away. 

(7)  That  in  the  event  of  invasion  by  enemy  aircraft  Willow  Run  must  be  con- 
sidered a  military  objective  and  the  proximity  of  so  many  civilian  residences 
housing  many  skilled  workers  would  constitute  an  unnecessary  exposure  which 
might  not  only  result  in  needless  casualties,  but  in  great  loss  of  irreplaceable 
skilled  workmen. 

(8)  The  proposed  permanent  city  north  of  Michigan  Avenue  would  necessitate 
the  residents-employees,  crossing  and  recrossing  two  main  highways — U.  S.  112 
and  M  17 — and  the  Michigan  Central  Railroad  track^in  going  to  and  coming 
from  their  work.  In  order  to  eliminate  traflSc  congestion  and  danger  to  life,  it 
would  be  necessary  to  build  at  least  three  bridge  separations  at  a  tremendous 
cost  of  time,  money,  and  essential  work  materials. 

I.  A.  Capizzi, 
Attorney  for  Ford  Motor  Company. 
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SUPPLEMENTAL  DATA 

The  following  letter  appears  herewith  in  connection  with  the  testi- 
mony of  Rayford  W.  Alley,  supra,  pp.  5103-5119. 

Alley,  Cole  &  Grimes, 
SO  Broad  Street,  New  York,  May  11,  1942. 
Charles  P.  Clakk,  Esq., 
Associate  Chief  Counsel, 

Special  Committee  Investigating  the  National  Defense  Program, 
Senate  Office  Building,  Washington,  D.  C. 
Deab  Mr.  Clark  :  I  have  yonr  letter  of  May  6th,  enclosing  galley  proof  of  my 
testimony  given  before  the  Committee. 

I  have  indicated  a  few  typographical  errors. 

There  are  a  few  changes  of  substance  which  you  may  or  may  not  deem  it 
•necessary  to  have  corrected.  When  the  galley  was  received,  I  turned  it  over  to 
Mr.  William  Walsh,  the  attorney  for  Key  West  Construction  Corporation,  and 
asked  him  to  check  it.  He  was  present  with  me  during  practically  all  of  the 
negotiations  with  Engineers'  Group,  Inc.,  relating  to  the  Key  West  Corporation 
contracts. 

The  changes  of  substance  which  Mr.  Walsh  points  out  are  as  follows : 

1.  On  page  95  PW '  I  stated  that  I  met  Mr.  Fuller  at  the  office  of  Mr.  William 
Walsh,  an  attorney,  at  295  Madison  Avenue. 

As  a  matter  of  fact,  the  meeting  held  in  New  York  was  not  at  Mr.  Walsh'g 
otBco,  nor  was  I  present.  The  meeting  to  which  this  refers  was  between  my 
client  Anthony  LaRocca  and  Mr.  Fuller  and  took  place  at  thej,  Sherry  Netherland 
Hotel.  Mr.  Walsh  did  not  meet  Mr.  Fuller  or  me  until  we  met  at  the  May- 
flower Hotel  on  or  about  September  24th. 

2.  Further  down  on  page  95  PW,  I  stated  that  my  clients  were  to  build  a 
group  of  defense  houses. 

While  this  was  true  with  respect  to  Schweers  &  Smith.  Inc.,  and  with  respect 
to  Joseph  Engineering  Co.,  the  first  contract  which  the  Key  West  Construction 
Corporation  signed  had  to  do  only  with  foundation  work  in  Cumberland,  Md., 
and  in  Norfolk,  Va.,  and  this  work  was  to  be  on  a  cost-plus-fixed-fee  basis. 

3.  On  page  96  PW  I  referred  to  a  sponsoring  corporation. 

While  it  is  true  that  Key  West  entered  into  the  contract  with  Cumberland 
Properties,  Inc.,  which  was  the  sponsoring  corporation  for  the  Cumberland 
job,  the  dealings  which  Mr.  Walsh  and  I  and  our  clients  had  were  with 
Engineers'  Group,  and  the  principal  contract  was  with  Engineers'  Group  and  the 
money  was  paid  to  Engineers'  Group.* 

4.  Again  on  page  96  PW,  near  the  bottom,  I  stated  that  they  (the  LaRocca's) 
figured  that  they  would  make  $150,  possibly  $250,  a  house. 

While  this  was  true  with  respect  to  Schweers  &  Smith,  Inc.,  and  Joseph 
Engineering  Co.,  it  was  not  true  with  respect  to  Key  West  Construction  Cor- 
poration. Key  West's  fee  over  the  costs  was  to  be  in  the  neighborhood  of  $35 
per  foundation. 

5.  On  page  97  PW  I  testified  "Mr.  Walsh  was  convinced  that  this  was  a 
good  deal,  not  from  a  business  standpoint,  but  that  it  was  a  safe  deal  to  be 
made  by  his  clients." 

As  to  this  Mr.  Walsh  says  the  following:  "While  it  is  true  I  could  not  pass 
upon  the  aspects  of  the  business  end  of  the  deal,  I  was  nevertheless  concerned 
about  the  clients'  paying  over  the  monies,  and  it  was  not  until  I  had  the 
assurances  of  Mr.  Thach  that  I  felt  that  the  clients  were  safe  in  making 
payment." 

6.  On  the  same  page,  lower  down,  I  stated  that  Schweers  &  Smith  received  a 
contract  and  are  now  building  houses. 

While  this  is  true,  I  should  have  pointed  out  that  Engineers'  Group,  Inc., 
fell  down  on  their  contract  with  Schweers  &  Smith,  and  it  was  not  until 
further  monies  were  paid  in  and  dealings  made  direct  with  Robinson  that  the 
Schweers  &  Smith  contract  became  effective. 

7.  On  page  99  PW,  in  answer  to  Senator  Ball's  questions,  I  stated  that 
Schweers  &  Smith  and  Key  West  Corporation  were  building  complete  units 
and  were  contracting  to  build  houses  for  a  flat  price. 


1  This  and  further  page  references  in  Mr.  Alley's  letter  are  to  galley  proof. 
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This  was  true  insofar  as  Schweers  &  Smith  and  Joseph  Engineering  Co.  were 
concerned,  but  it  was  not  the  case  in  the  first  two  contracts  signed  between 
Engineers'  Group  and  Key  West.  These  first  contracts  were  limited  only  to 
foundation  work  as  pointed  out  above. 

I  do  not  think  any  of  the  above  changes  really  affect  my  testimony  in  any 
substantial  way,  but  after  talking  with  Bill  Walsh  and  reviewing  the  file,  the 
statements  as  amended,  accord  with  the  facts  as  I  now  recollect  them,  and  I 
wanted  to  point  them  out  in  case  you  considered  it  had  any  material  bearing. 

The  typographical  notations  are  noted  in  the  margin. 
Yours  very  truly, 

Ratford  W.  Alley. 


The  following  letter  is  included  in  relation  to  testimony,  supra, 
p.  5259. 

George  Header, 
Ann  Arbor,  Mich.,  July  23,  1942. 
Re  Willow  Run  housing. 

Truman  Committee, 

United  States  Senate,  Washington,  D.  C. 

(Attention  Mr.  Hugh  Fulton,  Chief  Counsel) 

Gentlemen:  During  the  hearing  yesterday  the  issue  arose  as  to  whether  or 
not  the  City  of  Ypsilanti  could  furnish  water  and  possibly  sewage  facilities  to 
temporary  housing  near  the  Ford  Willow  Run  plant. 

Col.  Starr,  of  the  Federal  Public  Housing  Authority,  advanced  the  view  that 
the  city  of  Ypsilanti  could  not  legally  furnish  the  same.  I  commented  that  I 
understood  that  the  legal  inhibition,  if  any,  proceeded  from  a  city  ordinance 
rather  than  state  law  and  that  it  would  not  prohibit  the  furnishing  of  necessary 
water  to  ♦:he  projected  temporary  dormitories  and  apartment  buildings. 

Upon  my  return  to  Ann  Arbor  I  investigated  this  matter  more  thoroughly  and 
find  that  Col.  Starr  and  I  were  both  at  least  partially  wrong  and  that  the  situa- 
tion is  substantially  as  hereinafter  set  forth,  and  I  would  like  to  have  this  cor- 
rection made  a  part  of  my  testimony  in  the  record  if  that  is  possible. 

Article  8,  Section  23,  of  the  Michigan  Constitution  provides  that  municipalities 
may  sell  water  and  other  public  utilities  outside  the  corporate  limits  of  the 
municipality  provided  that  the  amount  thereof  shall  not  exceed  25%  of  the 
amount  furnished  within  the  corporate  limits.  According  to  an  Attorney  Gen- 
eral's opinion,  the  amounts  are  to  be  measured  on  the  basis  of  annual  business 
(Opinions  of  the  Attorney  General,  1925-1926,  page  85). 

I  have  further  conferred  with  Mr.  Shoecraft  of  the  firm  of  Shoecraft,  Drury  & 
McNamee,  who  have  recently  made  a  survey  of  the  water  supply  of  the  City  of 
Ypsilanti  and  surrounding  area  in  connection  with  an  application  for  an  F.  W.  A. 
grant  and  for  the  necessary  priorities  and  materials,  and  I  am  informed  by 
him  that  the  present  maximum  capacity  of  the  Ypsilanti  plant  is  2%  million 
gallons  per  day,  of  which  slightly  over  li^  million  gallons  per  day  are  now  being 
used,  and  that  the  expansion  applied  for  would  approximately  dovible  the  capacity 
of  the  plant;  that  at  the  present  time,  under  contract,  the  city  is  furnishing 
water  to  the  Bomber  Plant  itself  and  has  furnished  as  high  as  700,000  gallons  a 
day  using  a  twelve-inch  line.  I  understand  that  this  is  being  done  until  the  Ford 
Motor  Company  is  able  to  use  its  own  water  supply  and  until  its  filtration  plant 
will  be  in  operation,  which  they  expect  will  be  approximately  four  months. 
After  that  time  the  City  of  Ypsilanti  would  expect  to  furnish  only  stand-by 
water  service  to  the  Bomber  Plant. 

In  this  connection  it  may  be  noted  that  here  has  been  some  discussion  of  the 
Bomber  Plant  using  Belleville  Lake  as  a  stand-by  supply. 

Mr.  Shoecraft  was  of  the  opinion  that  from  discussions  with  officials  in 
Ypsilanti  that  an  arrangement  upon  proper  terms  could  be  made  whereby  the 
water  could  be  furnished  to  the  dormitory  structures  to  be  erected  by  the  National 
Housing  Authority  and  that  the  supply  would  be  adequate. 

We  question  whether  the  constitutional  limitation  would  apply  first,  because 
the  contemplated  sale  of  water  would  be  temporary  and,  second,  because  of 
the  transcendental  importance  of  aiding  the  nation's  war  effort  and,  third,  be- 
cause of  the  remote  likelihood  of  the  question  being  raised  by  anyone  who  could 
legally  do  so  during  the  crisis. 
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Mr.  Shoecraft  also  indicated  that  for  rougli  computation,  engineers  used  the 
figure  of  sixty  gallons  per  capita  per  day  as  the  estimate  of  the  volume  required 
in  this  locality  and  thought  that  due  to  savings  effected  by  the  dormitory  and 
apartment  house  type  of  dvpelling,  this  estimate  could  be  safely  reduced  to  fifty 
gallons  per  capita  per  day. 

I  was  further  informed  by  Mr.  Shoecraft  that  about  a  week  ago  Mr.  Arthur 
Gorman,  engineer  for  the  War  Production  Board,  spent  about  a  half  day  with 
him  in  Ypsilanti  and  that  he  was  informed  by  Mr.  Shoecraft  that  Ypsilanti 
could  and  probably  would  furnish  water  for  the  temporary  structures ;  that  this 
would  be  the  cheapest,  quickest,  and  best  source  of  water  because  there  now 
exists  a  12"  feeder  main  from  Ypsilanti  water  plant  to  the  Willow  Run  Bomber 
Plant  which  could  be  tapped  for  the  temporary  structures  if  placed  at  any  rea- 
sonable location  west  of  the  plant.  This  feeder  main  has  a  maximum  capacity 
of  1.57  million  gallons  per  day,  a  volume  far  in  excess  of  the  combined  demand 
of  the  plant  and  the  temporary  dormitories  and  apartment  houses  as  now 
planned.  It  is  obviously  the  most  economical  as  no  alternative  plan  could  pro- 
vide water  with  such  a  small  amount  of  steel  pipe.  It  is  also  pointed  out  that 
the  Ypsilanti  water  is  filtered.  Presumably  this  is  included  in  Mr.  Gornian's 
report  to  the  War  Production  Board. 

This  same  constitutional  limitation  applies  equally  to  the  City  of  Detroit 
which,  at  the  present  time,  is  already  furnishing  a  substantial  volume  of  water 
outside  its  corporate  limits  to  such  communities  as  Redford,  Lincoln  Pai-k, 
Allen  Park,  Melvindale,  Grosse  Pointe,  Wayne,  Inkster,  Garden  City,  Dearborn, 
Hamtramck,  and  also  the  Chrysler  Tank  Arsenal  and  others. 

I  am  not  offering  the  above  comments  as  anything  in  the  nature  of  an  engi- 
neering report,  but  only  as  a  modification  and  clarification  of  the  record  upon 
the  point  in  issue. 

If  there  should  be  any  further  question  about  this  matter  or  any  others  I 
may  have  covered  either  in  my  written  or  oral  statements  at  the  hearing,  I 
would  be  pleased  to  make  a  further  statement  to  the  Committee.    I  remain, 
Very  truly  yours, 

George  Meader, 
Prosecutinff  Attorney. 

GMyh. 


The  following  letter  appears  herewith  in  connection  with  testimony, 
supra,  p.  5259. 

National  Hotjsing  Agency, 
Federal   Public    Housing   Authority, 

Detroit^  Michigan,  July  29,  1942. 
Re:  Development  of  War  Housing  near  Ypsilanti,  Michigan. 
Truman  Investigating  Committee, 

Mr.  Hugh  Fulton,  Chief  Counsel,  United  States  Senate, 
Senate  Office  Building,  Washington,  D.  C. 
Gentlemen  :   Mr.  George  Meader,  the  Prosecuting  Attorney  for  Washtenaw 
County,  Michigan,  has  graciously  furnished  me  a  copy  of  his  letter  of  July  23, 
1942,  to  you,  relative  to  legal  limitations  upon  the  extramural  sale  of  water 
by  the  City  of  Ypsilanti,  Michigan. 

Mr.  Meader  indicates  in  his  letter  that  subsequent  to  testifying  before  your 
honorable  committee  he  checked  the  law  and  found  that  instead  of  a  city 
ordinance  the  Michigan  State  Constitution  contained  a  legal  limitation  upon 
the  municipal  sale  of  water  outside  the  city  limits.  Mr.  Meader  took  occasion 
to  indicate  in  his  letter  that  in  this  respect  he  and  I  were  both  at  least  par- 
tially wrong. 

Although  I  do  not  have  a  transcript  of  the  testimony  given  at  the  hearing, 
it  is  my  recollection  that  I  stated  that  the  Michigan  Constitution  contained  a 
legal  limitation  upon  the  sale  of  water  outside  of  cities  and  the  amount  thereof 
was  twenty-five  percent  (25%)  of  that  provided  within  the  city  limits.  For 
purposes  of  the  record  I  should  like  to  point  out  that  my  original  testimony 
was  not  in  error. 

Very  sincerely  yours, 

F.  Chas.  Starr, 
For  the  Commissioner. 
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The  following  documents  are  included  in  connnection  with  testi- 
mony, supra,  pp.  5250-5281. 

Tkuman  Committee, 
Senate  Office  Buelding, 
Washington,  D.  C,  July  30,  1942. 
Me.  Maury  Maverick, 

Chairman,  Willow  Run  Committee.,  War  Production  Board, 

Washington,  D.  C. 
Dear  Me.  Maverick  :  As  you  know,  the  Committee  is  in  tliorough  agreement 
with  the  procedure  worlied  out  between  you,  as  Chairman  of  the  Willow  Run 
Committee  of  the  War  Production  Board,  and  Mr.  Blandford,  as  Administrator 
of  tlie  National  Housing  Agency,  outlined  in  your  letter  to  me  of  July  29. 

I  believe  that  you  should  be  commended  for  the  expeditious  handling  of  this 
matter  and  the  reaching  of  a  proper  solution.  The  Committee  would  appreciate 
it  if  you  would  keep  it  informed  as  to  further  developments,  particularly  with 
respect  to  the  question  whether  there  is  any  need  for  any  public  housing  in  the 
vicinity  of  the  Willow  Run  Plant. 

In  my  opinion  the  shortage  of  strategic  materials  is  of  such  nature  that  it 
would  serve  a  very  useful  purpose  if  all  projects  of  similar  nature  should  be 
reviewed  by  a  Committee,  such  as  the  one  headed  by  you,  for  the  purpose  of 
determining  the  extent  to  which  strategic  materials  can  and  should  be  allocated 
to  housing  and  the  extent  to  which  there  is  necessity  that  such  housing  be 
public  housing. 

Very  truly  yours, 

Harry  S.  Truman> 
United  States  Senator. 


War  Production  Board, 
DnTsioN  OF  Industry  Operations, 

Washington,  D.  C,  July  29,  1942. 
Honorable  Harry  Truman, 

Chairman,  Special  Senate  Committee 

Investigating  National  Defense  Program, 

Senate  Office  Building,  Washington,  D.  C. 
Dear  Senator  Truman  :  The  Willow  Run  Committee  has  made  considerable 
progress  in  respect  to  the  Willow  Run  housing  problem.  Having  received  and 
reviewed  a  definite  housing  program  submitted  by  Mr.  Blandford,  National  Hous- 
ing Administrator,  the  Committee  has  recommended  approval  by  the  War  Produc- 
tion Board  of  a  ma.ior  portion  of  that  program.  Mr.  Blandford's  proposal  and  the 
recommendations  of  the  Committee  are  contained  in  three  letters,  copies  of  which 
are  attached. 

1.  A  letter  by  Mr.  Blandford,  dated  July  16,  1942,  to  me,  as  Chairman  of  the 
Committee. 

2.  A  letter  by  me,  as  Chairman,  to  Mr.  Blandford,  dated  July  27,  1942. 

3.  A  further  letter  by  me,  as  Chairman,  to  Mr.  Blandford,  dated  July  29,  1942. 
It  is  hoped  that  a  final  decision  on  the  remainder  of  Mr.  Blandford's  program 

may  be  reached  in  the  near  future.     Meanwhile,  the  major  portion  of  the  program 
can  go  forward  immediately. 

On  behalf  of  each  of  the  members  of  the  Willow  Run  Committee,  I  wish  to 
assure  you  that  we  will  be  glad  to  cooperate  with  you  in  any  way  possible  in  the 
ultimate  solution  of  Willow  Run  housing  problem.  If  you  desire  further  infor- 
mation upon  the  present  recommendations  or  further  progress  of  the  Committee, 
we  shall  be  glad  to  supply  such  information  at  your  convenience. 

With  cordial  best  wishes  to  yourself  and  members  of  your  Committee,  as  well 
as  Mr.  Fulton  and  other  assistants,  I  remain, 
Sincerely  yours, 

(Signed)     Maury  Maverick, 
Chairman,  Willow  Run  Committee,  War  Production  Board. 
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1600  Eye  Street  NW.,  July  16,  m2. 
Mr.  Matjey  Maverick, 

War  Production  Board,  Washington,  D.  O. 

My  Dbae  Mb.  Maverick  :  In  accordance  with  your  request,  I  am  confirming  in 
this  letter  the  information  which  I  gave  to  you  and  the  other  members  of  the 
Willow  Run  Committee  of  the  War  Production  Board  in  your  oflSce  on  July  13. 

As  I  explained,  our  determination  of  the  need  for  housing  in  the  Willow  Run 
area  has  been  revised  because  of  a  reduction  in  the  estimate  of  peak  employment 
at  the  Willow  Run  Bomber  Plant  from  100,000  to  60,000  employees.  Because  of 
this  reduction  in  the  estimated  peak  employment  and  because  of  a  national  policy 
of  much  more  stringent  programming  of  housing,  the  housing  we  now  contemplate 
constructing  to  serve  the  plant  is  much  less  than  that  formerly  programmed. 
In  summary  the  quantities  are  as  follows : 


Public  Housing:  Dormitories.- 

Temporary  Dorm.  Apts 

Family  Dwelling  Units — 

Private  Housing:  Family  Dwelling  Units 


Former  program 

based  on  estimated 

peak  empln^Tiient 

of  100,000 


10, 000 
8,000 
15,000 
10,000 


Present  revised 
program  based  on 
peak  employment 
estimate  of  60,000 
and  based  on  new 
programming 
principles 


3,000 

i,ooe 

4.600 
4,500 


The  revised  program  constitutes  what  we  consider  a  minimum  and  it  is  possible 
that  a  greater  quantity  of  housing  may  become  necessary  due  to  a  revision  upward 
in  the  estimate  o-f  peak  employment  or  increasing  difficulties  in  providing  trans- 
portation. Any  additional  housing  which  may  become  necessary  for  the  above- 
mentioned  reasons  will  in  all  probability  be  of  a  temporary  nature. 

Of  the  4,500  family  dwelling  units  to  be  constructed  with  public  funds,  we 
propose  to  locate  approximately  2,500  in  the  vicinity  of  the  plant  and  2,000  in  the 
Wayne-Inkster  area.  The  2,500  to  be  located  in  the  vicinity  of  the  plant  will  be 
able  to  use,  at  least  temporarily,  the  community  facilities  available  at  Ypsilanti 
and  will  probably  be  located  as  close  to  Ypsilanti  as  it  is  possible  to  find  suitable 
sites.  These  2,500  units,  together  with  the  dormitories  for  3,000  workers  and 
the  1,000  temporary  dormitory  apartments  will  constitute  the  nucleus  for  any 
future  temporary  additions  which  may  become  necessary.  By  dividing  the  public 
housing  between  Ypsilanti  and  the  Wayne-Inkster  area  the  2,000  units  located 
in  the  latter  area  will  also  be  able  to  use  existing  community  facilities,  at  least 
temporarily.  In  this  way  it  may  become  unnecessary  for  us  to  furnish  all  of 
the  various  facilities  which  would  be  necessary  if  a  large  new  townsite  were 
developed  at  either  location. 

The  private  housing  programmed  to  serve  the  plant  will  be  located  principally 
in  Wayne,  Inkster,  Ypsilanti,  and  Ann  Arbor  on  lots  which  have  all  or  some 
of  the  utilities  presently  installed.  It  is  estimated  that  such  a  plan  will  prob- 
ably require  all  lots  for  which  any  substantial  part  of  the  utilities  has  been 
installed. 

As  I  indicated  during  our  discussion,  we  are  relying  upon  estimates  from  the 
War  Manpower  Commission  of  in-migration  into  the  Detroit  Metropolitan  area 
and  of  peak  employment  at  the  Willow  Run  Plant.  Although  we  have  requested 
their  latest  figures,  we  have  not  yet  received  them.  However,  they  have  indi- 
cated informally  their  advice  will  be  to  the  effect  that  minimum  in-migration  will 
be  75,000  workers  and  peak  employment  at  the  plant  will  be  60,000  workers.  We 
are  also  being  guided,  as  we  have  advised  Mr.  Nelson,  by  his  directive  to  Mr. 
Kanzler  to  confine  in-migration  to  approximately  75,000  workers.  Some  housing, 
in  addition  to  that  described  above,  in  other  parts  of  the  Metropolitan  Detroit 
area  will  be  necessary  to  provide  for  the  balance  of  the  in-migrants. 

We  also  wish  to  confirm  the  advice  from  Mr.  Eastman,  Director  of  the  Office  of 
Defense  Transportation,  giving  his  recommendations  with  reference  to  the  location 
of  housing  at  the  Willow  Run  plant,  as  set  out  in  his  letter  of  July  3,  1942,  a  copy 
of  which  is  attached.    This  letter  confirmed  his  earlier  advice  to  us,  which  was 
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given  at  the  time  of  site  selection.  The  O.  D.  T.'s  advice  is  in  line  with  general 
policies  heretofore  stated  with  reference  to  the  location  of  war  housing.  The 
standards  with  reference  to  the  location  of  private  housing  promulgated  by  the 
W.  P.  B.  required  that  such  housing  be  within  2  miles  of  public  transportation 
serving  a  war  industry,  that  the  round  trip  fare  by  public  transportation  be  400 
or  less,  and  that  the  time  required  for  a  round  trip  be  2  hours  or  less.  If  we 
apply  this  standard  to  the  residences  of  the  employees  presently  working  in  the 
plant,  we  estimate  that  no  more  than  25  percent  are  living  in  housing  which  meets 
these  requirements. 

The  revised  quantity  of  housing,  both  private  and  public,  to  serve  the  Willow 
Run  plant  will  shelter  approximately  15,000  workers.  Since  only  5,000  workers 
presently  live  within  a  radius  of  15  miles  of  the  plant,  and  the  housing  supply 
within  such  radius  is  exhausted,  a  tremendous  transportation  problem  will  still 
exist  as  40,000  workers  will  have  to  be  moved  over  30  miles  a  day  and,  based  on 
present  patterns,  30,000  of  these  will  travel  more  than  50  miles  per  day. 

As  requested,  I  am  enclosing  estimates  of  the  quantities  of  critical  materials 
which  will  be  used  in  the  consn-uction  of  housing  and  to  provide  on-site  utilities 
for  the  revised  program  set  forth  above.  The  Federal  Works  Agency  is  submit- 
ting concurrently  estimates  of  the  quantities  of  critical  materials  to  be  used  for 
the  water  line  from  Detroit  to  Wayne  and  for  the  line  from  Wayne  to  the  plant. 
The  enclosed  information  is  the  best  presently  available  and  is  based  upon  our 
best  judgment  as  to  the  ultimate  location  of  the  sites.  The  only  quantities  which 
might  be  decreased  or  increased  would  be  for  water  lines  and  other  utilities  to 
and  from  the  sites  which  might  vary  one-fourth  mile  or  so  depending  upon  the 
final  boundaries  of  the  actual  sites.  More  detailed  information  will  be  presented 
to  W.  P.  B.  in  the  actual  applications  for  priorities. 

Let  me  also  repeat  my  recommendation  that  you  approve  the  extension  of  the 
proposed  water  line  from  Wayne  to  the  vicinity  of  the  plant.  I  believe  that  this 
line  is  necessary  in  order  to  assure  a  suitable  water  supply  for  the  housing  pro- 
gram and  particularly  important  in  the  event  it  becomes  necessary  in  the  futiire 
to  increase  the  quantity  of  housing  in  the  vicinity  of  the  plant.  The  estimates 
of  peak  employment  at  the  plant  have  fluctuated  so  violently  that  the  proposed 
extension  will  be  our  only  assurance  that  suflBcient  quantities  of  shelter  can  be 
provided  for  workers  if  the  number  of  employees  exceed  60,000  or  if  transpor- 
tation fails. 

If  there  is  any  additional  information  you  desire,  I  shall  be  glad  to  furnish 
it  to  you. 

Sincerely  yours, 

John  B.  Blandfoed,  Jr.,  Administrator. 

Enclosure. 


July  27,  1942. 
Mr.  John  B.  Blandtord, 

Administrator,  National  Housing  Agency,  Washington,  D.  C. 

Dear  Mr.  Blandford:  I  am  replying  on  behalf  of  the  Willow  Run  Committee  of 
the  War  Production  Board  to  your  letter  of  July  16,  1942.  In  order  that  the 
housing  program  for  the  Willow  Run  w(  rkers  may  go  forward  as  quickly  as 
possible,  immediate  authorization  of  certain  portions  of  your  program  is  desirable 
pending  completion  of  the  Committee's  investigatlcn  necessary  to  a  decision  upon 
the  remainder  of  the  program. 

Accordingly  the  Committee  is  recommending  approval  by  the  War  Production 
Board  of  the  following  Immediate  steps  in  the  housing  program  : 

1.  Construction,  as  proposed  in  your  letter,  or  4,500  private  family  dwelling 
units  on  vacant  improved  lots  at  Wayne,  Inkster,  Ypsilanti,  and  Ann  Arbor. 
We  believe  that  the  number  of  housing  units  en  improved  lots  should  be 
increased  in  order  to  take  the  fullest  advantage  of  exisfing  utility  systems. 
We  also  believe  a  wider  area  should  be  used  as  many  established  communities 
already  have  thousands  of  lots  with  schools,  water,  s-^wers,  gas,  lighting,  and 
other  facilities.  If  public  housing  cannot  bn  adapted  to  such  improved  lots, 
we  suggest  an  increase  in  the  number  of  private  housing  units  and  a  corre- 
sponding decrease  in  the  public  housing  program. 

2.  Construction  of  a  water  main  from  Deniborn  to  Wayne,  the  size  of  the 
main  to  be  determined  after  further  coi'^ult.'iMon  between  an  engineer 
assigned  by  the  Committee  to  the  Willow  Run  housing  problems  and 
water-works  officials  in  Detroit  and  Wayne  County. 
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3.  Such  additions  to  the  wells,  pumping  units,  and  water  filtration  and 
softening  plant  at  Ypsilanti  as  may  be  required  to  provide  an  adequate  water 
supply  tor  the  recommended  housing  in  the  Ypsilanti  area. 

4.  Reinforcement  of  the  Ypsilanti  sewage-tlisposal  plant  in  anticipation  of 
the  increase  in  population  in  Ypsilanti  and  vicinity  as  a  result  of  the  recom- 
mended housing. 

With  respect  to  the  remainder  of  your  proposals,  which  concern  public  housing 
developments,  the  committee  wishes  to  inquire  further  into  the  possibility  of 
minimizing  the  use  of  critical  materials  in  the  extension  of  utilities'  lines. 

The  Committee  also  suggests  the  following  three  matters  for  further  investi- 
gation : 

1.  The  relative  advantages,  considering  the  critical  materials  involved  as 
well  as  other  factors,  of  locating  the  colored  public  housing  project  in  Inkster 
on  improved  property. 

2.  The  relative  advantages  of  placing  the  public  housing  projects  in  Wayne 
south  of  Michigan  Avenue  rather  than  north  of  the  River  Rouge  in  order  to 
avoid  the  necessity  of  pumping  sewage  across  the  river. 

3.  The  possibility  of  utilizing,  through  interconnection,  the  Ypsilanti  and 
bomber  plant  water  systems  as  the  source  of  supply  for  housing  in  the  vicinity 
of  the  bomber  plant.  It  might  thus  be  possible  to  avoid  the  construction  of  a 
water  main  from  Wayne. 

Our  representative  will  discuss  the  foregoing  suggestion  with  your  representa- 
tives in  your  Detroit  office  within  the  next  few  days. 
Sincerely  yours, 

Maury  Maverick, 
Chairman,  Willow  Run  Coinniittee,  liar  Production  Board. 


July  29,  1942. 
Mr.  John  B.  Blandfokd, 

Administrator,  National  Jlonsing  Agency,  Washington,  D.  G. 
Dear  Mr,  Blandford  :  This  letter  will  supplement  my  previous  letter  of  July  27, 
1942,  regarding  the  AVillow  Run  housing  program.  Pursuant  to  a  meeting  held 
this  morning  with  Colonel  Starr  and  Mr.  William  K.  Divers,  of  your  office,  the 
Willow  Run  Committee  is  recommending  approval  by  the  War  Production  Board 
of  the  following  further  steps  in  connection  with  the  housing  program  submitted 
by  you  on  July  16,  1942 : 

1.  Construction  of  a  48-inch  reinforced  concrete  water  main  from  Dearborn 
to  Wayne.  It  is  believed  that  a  main  of  this  size  would  not  only  provide  the 
necessary  water  supply  for  the  public  and  private  housing  program  in  Wayne 
and  vicinity  but  would  also  permit  the  further  extension,  if  later  deemed 
desirable,  of  a  water  main  to  the  vicinity  of  the  bomber  phmt. 

2.  Construction  of  500  public  family  dwelling  units  for  Negroes  at  the  site 
indicated  by  Colonel  Starr  in  the  southeastern  corner  of  Inkster. 

3.  Construction  of  two  public  housing  developments,  consisting  of  500  and 
900  family  dwelling  units,  resijectively,  in  Wayne  at  the  sites  indicated  by 
Colonel  Starr  north  of  the  Iliver  Rouge. 

The  recommendations  thus  far  made  by  the  Committee  leave  open  for  further 
consideration,  I  believe,  only  the  following  remaining  steps  in  your  program: 

1.  The  location  of  100  public  housing  units  in  the  Wayne-Inkster  area  for 
which  Colonel  Starr  has  as  yet  chosen  no  definite  site. 

2.  The  construction  with  public  funds  of  2,500  family  dwelling  units,  1,000 
dormitory  apartments  and  dormitories  for  3,000  workers  in  the  vicinity  of 
the  bomber  plant. 

Sincerely  yours, 

Maury  IMaveriok, 
Chairman,  Willoic  I^un  Committee,  War  Production  Board. 
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The  following  documents  are  included  in  connection  with  testimony, 
supra,  pp.  5250-5281 : 

Congress  of  Indusxeial  Organizations, 

Washington,  D.  C,  Augxist  12,  1942. 
Mr.  Hugh  A.  Ftjlton, 

CJiicf  Counsel,  Special  Committee  Investigating  the 
National  Defense  Program, 

Senate  Office  Biiihling,  Washington,  D.  C. 
Dear  Mr.  Fulton  :  Enclosed  is  a  copy  of  the  statement  which  was  submitted  to 
the  Willow  Run  Committee  of  the  War  Production  Board  ou  behalf  of  the  CIO 
Committee  on  Housing. 

We  would  appreciate  it  if  you  would  have  this  statement  inserted  into  the  record 
of  the  hearings  before  your  Committee  on  the  housing  situation  at  the  Willow  Run 
bomber  plant  in  Michigan. 
Sincerely  yours, 

Stanley  H.  Ruttenberg, 
CIO  Subcommittee  on  Housing. 


Statement  Presented  to  the  Willow  Run  Committee  of  the  War  Production 
Board  by  the  CIO  Committee  on  Housing  August  5,  1942 

The  entire  weight  of  the  national  CIO  Committee  on  Housing  is  behind  the 
recommendations  made  by  Mr.  Blandford,  Administrator  of  the  National  Housing 
Agency.  Mr.  Blandford's  proposals  to  the  Truman  Committee,  which  included 
construction  of  2,0(J0  public  dwellings  in  the  Wayne  and  Inkster  area  and  2,500 
family  units,  3,000  dormitories,  and  1,!tC0  two-person  war  apartments  in  the 
vicinity  of  the  Willow  Run  bomber  plant  have  the  wholehearted  support  of  the 
United  Automobile  Workers  and  the  national  CIO. 

In  order  to  build  the  public  units  in  Wayne  and  Inkster,  Mr.  Blandford  stated 
that  a  water  main  had  to  be  constructed  between  Detroit  and  Wayne  and  further 
recommended  that  a  water  line  be  constructed  between  Wayne  and  the  site  of 
the  project  near  the  Willow  Run  bomber  plant.  The  CIO  greets  with  a  great 
deal  of  satisfaction  the  approval  which  the  Willow  Run  Committee  has  already 
given  to  the  construction  of  the  water  line  from  Detroit  to  Wayne  and  the  1,900 
public  family  units  in  the  Wayne  and  Inkster  area. 

The  national  CIO  now  urges  upon  the  Willow  Run  Committee  the  further  ap- 
proval of  jMv.  Blandford's  programmed  housing  for  the  Willow  Run  bomber  plant 
area.  We  feel  that  it  is  vitally  necessary  that  a  minimum  program  be  started 
immediateJy.  We  emphasize  that  this  program  of  Mr.  Blandford's  for  the  Willow 
Run  area  is  a  minimum  program.  We  feel  that  as  the  bomber  plant  goes  into 
full  operation,  turning  out  the  scheduled  405  bombers  a  month,  the  need  for 
housing  in  this  area  will  be  far  greater  than  that  now  estimated  by  the  National 
Housing  Agency.  Because  we  feel  this  need  will  be  even  greater  as  time  goes  on, 
we  wholeheartedly  support  Mr.  Blandford's  efforts  to  start  immediately  the 
housing  program  in  the  Willow  Run  bomber  plant  area.  If  this  program  is  not 
now  begun  the  housing  situation  during  the  next  few  months  will  become  even 
more  critical. 

We  know  full  well  that  the  material  shortage  is  very  critical.  We  would 
not  support  any  effort  to  use  critical  materials  for  any  type  of  construction 
which  we  felt  did  not  have  a  direct  bearing  upon  the  war  effort.  To  win  this 
war  we  need  bombers,  and  we  need  all  the  critical  materials  that  it  takes  to 
build  these  bombers.  But  workers  are  needed  to  produce  bombers.  If  work- 
ers are  not  adequately  housed  in  areas  close  to  their  place  of  employment,  their 
productive  efficiency  decreases,  their  morale  suffers,  and  they  seek  work  in  other 
plants  closer  to  their  homes. 

We  feel  that  if  it  is  a  matter  of  producing  bombers  or  building  up  an  inven- 
tory of  critical  materials,  bombers  should  be  produced  and  inventories  should 
be  reduced  slightly  so  that  some  of  the  material  can  go  toward  the  construc- 
tion of  home§  for  the  workers  to  live  in.  For  without  homes  to  house  workers, 
tl^-e  bombers  will  not  be  produced  and  the  boys  on  the  fighting  fronts  of  the  world 
will  not  have  the  airplanes  to  bomb  Axis  territory. 

Evidence  was  introduced  in  a  recent  hearing  before  the  Truman  Committee 
by  representatives  of  the  United  Automobile  Workers,  CIO,  showing  that  the 
311932— 4:2— pt.  12 30 
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labor  turnover  in  the  Willow  Run  bomber  plant  now  exceeded  the  average  labor 
turnover  throughout  the  aircraft  industry.  The  Auto  Workers  pointed  out  that 
the  national  average  in  labor  tui'nover  in  aircraft  plants  was  3.8  per  hundred 
employed,  and  that  the  turnover  at  the  Ford  bomber  plant  was  4.3  per  hundred, 
or  almost  15  percent  higher  than  the  national  average.  In  a  new  plant  just 
being  completed,  whei'e  production  should  be  increasing  each  day,  it  is  natural 
to  expect  labor  turnover  to  be  lower  because  the  great  number  of  workers  added 
to  the  labor  force  would  be  absorbed  into  the  newly  created  jobs  as  new  parts 
of  the  plant  go  into  production.  Therefore,  it  is  extremely  alarming  to  see 
that,  even  before  peak  operation  is  attained,  the  labor  turnover  in  the  bomber 
plant  is  15  percent  higher  than  in  other  aircraft  plants  throughout  the  country. 

The  reasons  for  this  high  turnover  rate,  we  believe,  can  be  directly  attributed 
to  two  things:  (1)  the  lack  of  adequate  housing  facilities,  and  (2)  the  long 
distances  the  workers  must  travel  to  and  from  work  each  day.  On  this  latter 
point,  tlie  UAW  local  union  at  the  bomber  plant  made  a  survey  which  showed 
that  almost  70  percent  of  the  workers  travel  over  30  miles  a  day  going  to  and 
from  work ;  45  percent  spend  over  an  hour  going  one  way  from  their  homes 
to  the  plant  and  46  percent  spend  over  an  hour  getting  from  the  bomber  plant 
to  their  homes. 

It  is  natural  for  workers  to  attempt  to  secure  employment  as  close  to  their 
homes  as  possible.  When  workers  nmst  travel  from  40  to  60  miles  a  day,  a 
great  deal  of  their  energy  is  consumed  in  transportation.  This  reduces  their 
eflSciency  in  the  plant  and  affects  war  production.  Traveling  these  great  dis- 
tances results  in  workers  making  an  effort  to  secure  employment  elsewhere, 
closer  to  their  homes.  It  is  therefore  obvious  that  the  labor  turnover  in  the 
Ford  plant  is  extremely  high  because  of  the  tremendous  disances  which  workers 
nmst  travel  to  and  from  work.  To  reduce  the  labor  turnover  in  the  Ford 
bomber  plant  and  to  increase  efficiency  and  workers'  morale,  it  is  essential  that 
housing  be  provided  for  these  workers  in  close  proximity  to  their  work.  Unless 
this  is  done,  we-  can  expect  labor  turnover  to  increase,  and  fatigue  and  in- 
efficiency to  affect  the  production  of  bombers  at  the  plant. 

One  of  the  important  factors  involved  in  the  transportation  problem  is  the 
matter  of  public  transportation  service  to  and  from  the  bomber  plant.  Work- 
ers who  live  in  and  around  Detroit  nuist  travel  by  bus,  the  round  trip  fare 
being  90(^.  A  worker  employed  5  days  a  week  must  spend  $4.50  of  his  earn- 
ings for  transportation.  This  is  far  and  above  what  any  worker's  budget  permits 
him  to  spend  on  transportation  to  and  from  his  place  of  employment. 

A  great  many  of  the  bomber-plant  workers  living  in  the  Detroit  area  are  now 
participating  in  car-sharing  or  pooling  plans.  However,  how  much  longer  car- 
sharing  plans  will  be  able  to  operate  is  directly  dependent  upon  the  critical  rubber 
situation  which  faces  the  nation.  Having  to  travel  40  to  60  or  more  miles  a 
day  means  that  during  the  course  of  2  months,  well  over  3,000  miles  would  be 
travelled  on  the  tires  now  used  on  these  automobiles.  By  the  time  winter  comes, 
most  of  tliese  automobiles  will  have  consumed  the  entire  life  of  the  tires  and 
the  wox'kers  will,  therefore,  be  faced  with  the  additional  critical  problem  of 
providing  themselves  with  transportation  to  the  plant.  And  it  should  be  remem- 
bered that  the  present  employment  is  only  about  %  of  what  it  is  expected  to  be 
when  the  plant  is  operating  at  its  scheduled  rate.  The  increased  number  of 
workers  will  further  aggravate  the  transportation  problem. 

The  rubber  situation  is  sufficiently  critical  today  almost  to  preclude  the  possi- 
bility of  these  workers  securing  not  only  new  tires,  but  recapped  and  retread 
tires  by  the  time  winter  comes.  The  tire  situation  as  well  as  the  high  cost  of 
public  transportation  to  and  from  Detroit  can  be  relieved  in  part  by  the  construc- 
tion of  housing  in  the  area  of  the  bomber  plant.  Not  to  grant  approval  to  the 
construction  of  this  project  is  to  further  complicate  and  make  more  serious  the 
now  existing  critical  transportation  problem,  as  well  as  increase  labor  turn-over, 
decrease  workers'  efficiency,  and  weaken  morale. 

If  the  Committee,  in  its  better  judgment,  decides  not  to  approve  housing  in 
the  vicinity  of  the  bomber  plant,  it  will  have  an  unfortunate  effect  on  the  morale 
of  the  workers  and  the  actual  production  of  bombers  will  suffer. 

We  therefore  urge  with  the  full  support  of  the  five  million  members  of  the 
CIO  that  the  Committee  approve  the  minimum  program  of  housing  recommended 
by  Mr.  Blandford. 
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The  following  letter  appears  in  connection  with  testimony,  supra, 
p.  5264: 

National  Housing  Agency, 
Federal  Public  Housing  Authority, 

Washington,  July  29,  19^2. 
Office  of  the  Commissioner 

Hon.  Harry  S.  Truman, 

Chairman  of  the  Special  Senate  Coinmittee  Investigating  the  National  Defense 
Program,  United  States  Senate. 

My  De:ab  Senator  Truman  :  At  the  headings  on  July  22,  in  conTiection  with  the 
public  war  housing  programmed  for  the  Willow  Run  Bomber  Plant,  you  requested 
additional  information  on  certain  questions  concerning  the  transportation  of  the 
construction  workers  to  be  employed  at  the  sites. 

The  question  was  whether  the  location  of  the  public  war  housing  in  Wayne, 
Inkster,  and  the  Ypsilanti-Willow  Run  area,  rather  than  in  Detroit,  would 
increase  the  net  transportation  required. 

The  construction  of  all  of  the  public  war  housing  now  programmed  for  the 
Willow  Run  Bomber  Plant  in  the  above  location  will  cover  a  very  short  period. 
The  construction  workers  to  be  employed  at  the  sites  will  therefore  require 
transportation  only  for  a  relatively  short  time,  whereas  the  workers  to  be  em- 
ployed at  the  plant  must  be  transported  for  the  duration  of  the  war.  It  is  esti- 
mated that  this  construction  will  require  the  equivalent  of  4,462  man-years  of 
labor  at  the  sites.  A  great  deal  of  this  will,  however,  be  over  within  four  months 
of  starting  work.  The  total  employment  of  58,000  at  the  plant  is  estimated  to 
be  reached  only  in  1943.  The  period  of  peak  employment  of  construction  workers 
must  necessarily  precede  the  period  of  peak  employment  at  the  plant  and  the 
number  of  construction  workers  who  much  be  transported  to  the  sites  of  the 
housing  will  be  reduced  as  the  housing  is  completed,  thereby  making  it  possible 
to  increase  employment  at  the  plant. 

If  there  is  any  further  information  you  desire,  please  communicate  with  me. 
Sincerely  yours, 

(Signed)     Herbert  Emmerich, 

Commissioner. 
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